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Help Wanted—on Comp Rates! 


HERE IS A POTENTIALLY serious 
problem facing the insurance 
industry which the insurance pro- 
those whose day to day 
them face to face 
can do 


ducers, 
contacts bring 
with insured employers, 
a great deal to solve. 

It arises out of the occasional 
but sometimes bitter public battles 
which surround the making and 
approving of workmen’s compen- 
sation insurance rates. 

Please understand that we do not 
oppose proper examination of our 
The author—Mr. Leslie is assistant manager 
of the National Council on Compensation 
Insurance. He was formerly superintendent 
of special risks department of the Royal- 
Liverpool Group, joining its actuarial de- 
partment in 1947. He is a Fellow of the 


Casualty Actuarial Socicty and a graduate of 
_ Princeton University. 





By WILLIAM LESLIE, JR. 





ratemaking methods or the require- 
ments, which presently exist nearly 
everywhere, that we submit full 
and complete evidence as to our 
conclusions on rates. Neither do 
we deny the right of any party to 
seek from us additional informa- 
tion or an explanation of existing 
information. We welcome thought- 
ful suggestions on possible changes 
in our ratemaking procedures and 
the record will show that over the 
years many such recommendations 
have been adopted. 

What we do oppose, and we 
think it carries a tremendous po- 
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tential for danger not only to the 
insurance industry but to all in- 
dustry, is the making of unsub- 
stantiated, untrue, unintelligent 
and inflammatory statements by a 
few individuals in a few states 
for selfish purposes of their own. 
The unfortunate nature of these 
statements is intensified by the fact 
that most frequently they come 
from supposed representatives of 
insured employers or, put in other 
words, from our own customers. 
This sort of thing serves neither 
the cause of the insured employ- 
ers nor the insurance industry. It 
even carries great potential for 
harm to those for whom the work- 
system has 


men’s compensation 


been set up, namely, the injured 


worker. 
INpUstTrRY ATTACKED 


There are certain groups who 
would like to see both the present 
system of state workmen’s compen- 
sation laws and the insurance that 
is provided by free enterprise 
abolished. Some favor state monop- 
olies of the insurance, others favor 
federalization of the compensation 
laws, this with or without a mo- 
Naturally, 
insurance 


nopoly of insurance. 
such attacks the 
industry's position in the present 
system—especially from our own 
customers—becomes extremely val- 
uable ammunition for these peo- 
ple. To cite just two examples: 


upon 
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This article, specially prepared by Mr. 
Leslie for The Casualty and Surety Jour- 
nal, is based on a speech made by him 
before the fall meeting of the Vermont 
Association of Insurance Agents. 





one of the national labor unions 
and an important organization of 
claimant’s attorneys are each on 
record as favoring state monopoly 
in connection with workmen’s com- 
pensation. 

Another serious objection is that 
these performances definitely de- 
tract from the orderly process of 
ratemaking and rate approval. It is 
an intricate job for an insurance 
commissioner, even under the best 
circumstances, to discharge his re- 
sponsibilities to both the insurance 
buying public and the insurance 
industry. When red herrings are 
dragged across his path, the com- 
missioner’s job is made even more 
difficult. Sound workmen’s com- 
pensation rates cannot be made in 
an atmosphere of hysteria. It is 
wholly unnecessary for public 
hearings to become a donnybrook 
in order that proper compensation 
rates result. 

Let it be repeated again that 
we welcome inquiry and sugges- 
tions. Such inquiries and such sug- 
gestions, however, can hardly have 
been made in good faith when they 
are raised for the first time at a 
public hearing, unsubstantiated by 
factual research or evidence, and 
representing thoughts or ideas not 
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previously transmitted to some re- 
sponsible ratemaking organization. 

Surely, if any group of employ- 
ers feels that there is something 
wrong with our ratemaking system, 
they should first tell us so and tell 
us why they think it is wrong. 
If, after consideration, the sug- 
gested idea is rejected by the in- 
surance industry and the reasons 
for such rejection do not wholly 
satisfy those originating it, then it 
becomes an appropriate issue to be 
decided by the insurance commis- 
sioner. 

It will be contended in some 
places that unless employers’ repre- 
sentatives make every effort they 
can, fair or otherwise, to hold rates 
down, the insurance industry will 
engage in a system of generating 
excessive rates. This, of course, is 
an insult to the insurance com- 
missioners, who quite obviously 
represent the insurance buying 
public. The commissioners are well 
able to investigate facts in an 
orderly fashion and determine 
whether or not all parties to the 
rates are being treated in accord- 
ance with the legislative require- 
ments. Even more importantly, this 
notion utterly ignores the fact that 
the insurance industry is a competi- 
tive industry, competitive as to 
price as well as service, and com- 
petitive in the workmen’s compen- 
sation field in these respects as well 
as in other lines. 
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The statutory requirement in a 
few states for a public hearing on 
compensation rates has clearly 
been used unfairly by a few people. 
The executive secretary of an em- 
ployers’ association, for instance, 
inflames his members by circulariz- 
ing to them a number of loose and 
unfounded charges regarding the 
compensation insurance business. 


\ 


William Leslie, Jr. 


Thereupon, he gets their support 
to appear on their behalf at the 
public hearing. At the hearing he 
produces some or all of this ma- 
terial before the commissioner, 
adding whatever surprises he can, 
in the hope that he will either in- 
fluence the commisisoner or, at the 
very least, be in a position to take 
credit for any difference of opinion 
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which may already exist between 
the commissioner and the insurance 
ratemaking organization. Bear in 
mind that even 1 percent of the 
workmen’s compensation premiums 
in most states will represent many 
times the annual budget of the 
average state employers’ associa- 
tion. Surely, inflammatory state- 
ments about workmen’s compensa- 
tion insurance should not be made 
a means of developing membership 
interest in an employers’ associa- 
tion. 

In such situations we have 
sought the help of producers, and 
this help has been a most welcome 
and effective thing. What more 
can we do? There seems to be an 
area where we may be able to do 
more and in this area we find that 
it is absolutely essential to have 
the fullest cooperation of all pro- 
ducers and salesmen. Plainly stated, 
we would like to have an agree- 
ment, or understanding, with our 
customers that when they have 
questions about workmen’s com- 
pensation insurance they will bring 
them to the attention of the in- 
surance industry through its ac- 
credited representatives, namely, 
the producers and salesmen. 

To that end, we ask that those 
of our customers who are organ- 
ized into employers’ associations 
give us an opportunity to explain 
to them our position and, where 
prior biased or bad feeling has ex- 
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isted, we ask nothing more than 
that they listen to these explana- 
tions with an open mind and with 
a real intent to try to understand. 
Further, we ask that a small hand- 
ful of executive secretaries be cau- 
tioned against using workmen’s 
compensation insurance as a public 
whipping boy in order to generate 
membership interest. Lastly, we 
ask that, if in the final analysis 
there still remains a difference of 
opinion between us and our cus- 
tomers, we go together before the 
insurance commissioner in an or- 
derly, factual, non-inflammatory 
way and let him be the judge be- 
tween us, as is his duty. Let 
neither side bring pressure to bear 
—put the facts before him and let 
him weigh the case on its merits. 

Now it is very obvious that, to 
accomplish this, brokers, agents 
and salesmen from all branches of 
the insurance industry must lend 
their support and invaluable ef- 
fort. We would like these produc- 
ers to educate their important in- 
sureds in the matter of workmen’s 
compensation insurance, particu- 
larly in those areas where mis- 
understandings have arisen so fre- 
quently in the past. We would 
like them to report when they know 
of any inflammatory or derogatory 
circulars going to the insured em- 
ployers of their state so that effec- 
tive reply may be made before the 
issue becomes a_ public mess. 
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Where necessary, we would like 
the producers to be prepared to 
stand up at public hearings and 
state their position on disputed 
matters with the reasons for their 
position. In order to assist pro- 
ducers, and others, in explaining 
workmen’s compensation ratemak- 
ing problems, the balance of this 
article will outline some of the 
common misunderstandings — those 
which on their face seem to have 
merit—between our customers and 
ourselves over various aspects of 
compensation ratemaking. There is 
set forth first the misunderstanding 
and then a brief reply. 

We sincerely ask all producers 
to look these over and be “ready” 


for them wherever they may arise. 


1. Your rates are based on so-much 
for each $100 of payroll. Payrolls are 
continually increasing, thereby bring- 
ing you more premium than you an- 
ticipated, and you do not reflect this 
in your ratemaking. 

Answer: We do reflect this effect 
of increasing wages in our ratemaking. 
Since 1949, rates based on the two 
latest policy years of experience have 
been further modified by the latest 
calendar year experience. This calen- 
dar year experience is collected every 
six months as of December $1 and 
June 30, and the latest twelve months 
is used. The calendar year data reflect 
all factors which affect compensation 
underwriting results. These include 
not only rising wages but also increas- 
ing cost of indemnity cases, increasing 
costs of medical cases, changes in acci- 
dent frequency, etc. 
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It is of importance to note that for 
the past five years or more the average 
cost of an indemnity case and the 
average cost of a medical case have 
increased faster than have wages. It is 
wholly unreasonable to expect us to 
pick out increasing wages which might 
increase premium and ignore the in- 
creasing costs of cases which will 
increase losses. The all inclusive Rate 
Level Adjustment Factor equitably 
measures all of the trends in experi- 
ence. 


2. We have considerable question 
about it costing 40 cents of every $1.00 
of premium to handle workmen’s com- 
pensation insurance. (Sometimes this 
40 cents is alleged to be Profit!) 
Answer: There is a common and re- 
peated tendency on the part of many 
who are not familiar with compensa- 
tion rating to ignore the over-all effect 
of premium discounts which are 
allowed on all policies in excess of 
$1,000. 

These discounts most typically are: 
9 percent from $1,000 to $5,000; 14% 
percent for the next $95,000 of pre- 
mium, and 16 percent for premium 
over $100,000. Although the effect of 
this varies from state to state the aver- 
age discount works out to be about 5 
percent of all premiums. 

The breakdown of what remains will 
show that the general expenses of in- 
surance carriers on their compensation 
business runs less than 10 percent of 
the premium. This is the overhead; the 
cost of running the private insurance 
companies. 

The premium paid by the policy 
holder entitles him to workmen’s com- 
pensation coverage, including repre- 
sentation before industrial accident 
commissions and the like, to employ- 
ers’ liability coverage, and to full pro- 
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tection against actions and suits alleg- 
ing even falsely this liability. In short, 
the insurance company takes over all 
of the employer’s otherwise necessary 
dealings with claims arising out of 
work injury. 

Although the figure differs by size 
of policy, on the average 70 cents of 
the premium dollar goes for this pro- 
tection in the case of a non-participat- 
ing stock company; that is to say a 
company which pays no dividend to 
policyholders. This takes into account 
that premium discounts, payable on 
all premiums over $1,000, average 
about 5 percent. When you consider 
the accident prevention work in which 
the insurance ‘companies engage the 
amount will come to about 72 cents 
for the direct benefit of the policy 
holder. Of the remaining 28 cents, 
about 3 cents goes to the state in the 
form of premium taxes, licenses and 
fees, leaving approximately 25 cents 
for the insurance company and the 
insurance producer. This 25 cents is 
divided approximately in the middle 
as between producers on the one hand 
and the company on the other. 

We know that the producers, for 
their part, perform many direct serv- 
ices for the policy holder. As for the 
companies, the cost of employing their 
personnel, running their offices, print- 
ing their policies, making payroll 
audits, keeping their books, assembling 
the vast quantity of statistical infor- 
mation required by state officials and 
all other overhead costs comes to just 
about 10 cents, leaving 2% cents be- 
fore federal taxes as an underwriting 
profit if all goes well. With figures like 
these reflecting the true picture, no 
one can accurately say that the insur- 
ance industry is not efficiently per- 
forming its functions in connection 
with workmen’s compensation. 


January 


3. Rates for Workmen’s Compensation 
Insurance are now so high (or profits 
of carriers are so great) that someone 
has got to protect the employers from 
this unreasonable burden. Perhaps the 
state had better take over! 


Answer: We submit that the charge 
that workmen’s compensation insur- 
ance is an unreasonable burden to 
employers is false. We submit that the 
charge that the profits of private in- 
surance carriers in connection with 
workmen’s compensation insurance are 
exorbitant is false. We submit that no 
public agency could do this job as 
efficiently and fairly as it is now being 
done by the private insurance compa- 
nies. The average countrywide com- 
pensation rate is just over $1.00 for 
every $100 of payroll. Now, even as- 
suming that wages represent 50 per- 
cent of average production costs, and 
we believe that this is a high figure, 
you can see that workmen’s compen- 
sation insurance amounts to one-half 
of 1 percent—or less—of the cost of 
doing business. 

Workmen’s compensation amounts 
to a smaller proportion of production 
cost today than it did before World 
War II. The record shows that for the 
period 1939 through 1952 workmen’s 
compensation rates are down 14 per- 
cent and that in the meantime benefits 
to injured workmen have increased 
83 1/3 percent. In other words, even 
though the beneficiaries of the work- 
men’s compensation system are today 
receiving one-third more than they 
were in 1939, the insurance companies 
are charging 14 percent less. How can 
an insurance policy providing 33 1/3 
percent more coverage for 14 percent 
less price, in the period 1939 as com- 
pared to 1952, be considered unrea- 
sonably priced? 

Let us examine the statement that 
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Beneficiaries today receive one-third more than in 1939 


the profits of insurance companies are 
exorbitant. In the first place, in the 
last two or three years there have been 
no profits in the workmen’s compen- 
sation business. The premiums simply 
have not been sufficient to cover 
claims and expense. Of course, we 
know that this business is subject to 
cycles as are most businesses. Taking 
a long enough spread, then, to include 
both ups and downs, it may be as- 
sumed that the carriers will have an 


underwriting profit of about 2% per- 
cent of premium. If the premium for 
workmen’s compensation amounts to 
one-half of 1 percent of the cost of 
doing business which is .005, what 
about this company underwriting 
profit? When related to the cost of 
production, the figure becomes ap- 
proximately .0001. It is just impos- 
sible to believe that costs such as 
these are the legitimate source of vi- 
cious public outcries, 
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4. By keeping loss reserves “padded” 
anywhere from 10 percent to 20 per- 
cent too high you continually produce 
rates that are too high. 

Answer: This conclusion is false and 
we should like to explain as simply as 
we can why it is false. Workmen’s 
compensation loss experience is re- 
ported by the insurance companies 
separately for each policy three dif- 
ferent times. The first time six months 
after the policy has expired, in other 
words when the last accident covered 
is at least six months old; a second 
time a year later, that is 18 months 
after the policy has expired, and a 
third time a year later than that, or 30 
months after the policy has expired. 
By thirty months after a policy has 
expired—two and a half years after— 
all losses are either settled or their 
ultimate cost is established with a 
high degree of certainty. It is a simple 
matter to record what happens to 
these incurred losses as they go from 
the first reportings to the second and 
from the second to the third. 

If there has been any over-reserving 
in the early months this will show up 
as the later reportings are made be- 
cause the incurred losses will be lower. 
If, then, the latest experience is cor- 
rected, that is adjusted upward or 
downward in accordance with the past 
history of the settlement of losses any 
effect of over or under reserving will 
be accounted for. We do this very 
thing in our ratemaking by including 
therein loss development factors. And 
we might add that in several states in 
recent years the problem in respect to 
workmen’s compensation losses has not 
been over-reserving but, on the con- 
trary, serious under-reserving. 

The same thing is true in respect to 
our calendar year experience which 
we use to bring into our ratemaking 
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the latest composite trends of under- 
writing experience. Again, in respect 
of these data, the current losses repre- 
sent both loss payments and loss re- 
serves but, as those who are familiar 
with insurance accounting know, cal- 
endar year incurred losses represent 
the loss payments during the year plus 
the difference between the loss re- 
serves at the end of the year and the 
loss reserves at the beginning of the 
year. Thus, if there is any margin in 
the reserves it will exist both at the 
end of the year and at the beginning 
and one will have offset the other. To 
summarize, it is simply not factually 
so that loss reserves of the carriers 
create rates that are too high. 


5. We are doing everything we can in 
our state to control compensation costs 
but you are basing these rates on the 
experience in all states and we are 
taving to pay the other fellow’s freight. 


Answer: Compensation rates are made 
entirely on the loss experience within 
a given state. So-called “national” ex- 
perience is not used and the experi- 
ence in one state does not influence 
the experience in another state. In 
addition, for the classes of compen- 
sation business which are important 
in a state, the individual classification 
experience determines the rate de- 
pending on its volume. Further than 
that for an individual risk whose 
compensation premiums exceed $500 
a year the experience for the indi- 
vidual risk bears an increasing more 
important place in the rate for that 
risk as its size increases. 


6. You have introduced a “profit fac- 
ter” which guarantees you a profit— 
something that no other industry has. 
Answer: A profit factor in our rates 
by no means guarantees a profit. We 
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make our rates precisely as any other 
price would be made. We make the 
best advance estimate of what our 
costs are going to be—that is the costs 
of paying compensation claims, of pay- 
ing medical bills, of appearing at 
hearings and in court, of paying sal- 
aries, rents, etc., and we include such 
costs in our price. 

In addition we put into this price 
a margin of 2% percent for profit and 
contingencies which will be profit only 
when we have succeeded in living 
within our estimates of the costs. If 
losses or expenses or both exceed our 
estimates this 2% percent will disap- 
pear. Many insurance executives can 
testify quite eloquently that, even with 
a hoped for 2% percent profit, money 
can be lost in the underwriting of 
workmen’s compensation insurance. 


7. Although you no doubt do make 
only modest profits on your under- 
writing, or even suffer small losses, 
none the less there is a huge profit to 
be made in the workmen’s compensa- 
tion business out of the investment of 
reserves and other available funds. 
Answer: We very much dislike being 
dragged into this argument because we 
sincerely believe that any investment 
income earned by an insurance com- 
pany, if it in fact does invest its assets, 
directly belong to that company. Fur- 
thermore, we know that if there were 
ever an attempt to introduce an in- 
vestment factor into ratemaking it 
could lead to the generation of wild 
efforts to increase interest earnings 
through investments which are less 
than conservative. In addition it would 
surely lead to restrictive underwriting. 
The considering of investment earn- 
ings for ratemaking only makes sense 
when you are considering a public 
utility with no competition. 
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As was said before there is keen 
competition in the workmen’s compen- 
sation business not only as respects 
service but also in regard to price. 
Because, however, so much false in- 
formation has been spread about on 
this subject, studies have been made 
as to just what the aggregate interest 
income of insurance companies is in 
relation to their workmen’s compensa- 
tion business. It may be surprising to 
learn that taking into account all in- 
terest on invested assets, capital, sur- 
plus and reserves and in addition add- 
ing in a hoped for 2% percent under- 
writing profit, the companies would 
be making less than 4 percent on their 
net worth after federal taxes. This is 
considerably under what is generally 
considered a fair return even in those 
industries where such a basis of rate 
regulation does exist. 


8. You seek to make up for past losses; 
that is, past underwriting losses. When 
the insurance companies lose money 
they simply raise rates high enough 
not only to take care of the cost of 
insurance for the period in which it is 
to be effective, but that they also add 
on enough to make back their prior 
losses. 

Answer: Again nothing could be far- 
ther from the true situation. All of our 
ratemaking is designed with one ob- 
jective in mind and that is to do our 
very best to charge the right amount 
for each policy during the time when 
it will be in force. Of course, we 
cannot perform feats of magic and 
cannot tell exactly what losses a given 
individual policyholder will have prior 
to the end of his policy period, but we 
do know that, in taking into consid- 
eration a large enough volume of pre- 
vious experience, and giving intelli- 
gent recognition to known trends, we 
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can predict over a long enough period 
what the losses will be to within a 
small margin of error. 

You may be interested to know 
that, since the inception date of the 
first Compensation Act through the 
first six months of 1953, insurance 
companies’ rates had come within 1 
percent of providing exactly for the 
workmen’s compensation losses which 
had been incurred. 

It would not only be illegal for the 
companies to attempt to collect past 
underwriting losses, but it would also 
be economically foolish. The com- 
panies which had suffered the past 
losses and the companies currently 
writing the risks are not at all neces- 
sarily the same group. Thus, a rate 
level currently too high because of the 
injection of a factor to recoup past 
losses would put the companies at- 
tempting to do so at a serious com- 
petitive disadvantage to others. The 
same, of course, would be true of any 
attempt to return past underwriting 
profits. Intentionally to make the busi- 
ness non-profitable today, because of 
profits in the past does not mean that 
we would be returning the money to 
those who had contributed it in the 
first place. Any program of deliberately 
fixing rates inadequate to meet cur- 
rent conditions would induce all in- 
surors, if possible, to stay away from 
the business. 


9. If the insurance companies would 
only do an effective safety job our 
compensation costs would not be so 
high. 

Answer: Insurance companies, directly 
and indirectly, spend a great deal of 
money and effort on safety work but 
we believe if most people realized how 
much of this was spent trying to con- 
vince top management—the boss—that 
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safety pays, they would be amazed. 
Too many employers after buying a 
workmen’s compensation policy simply 
sit back and take a “Let Joe Do It” 
attitude in regard to prevention of 
industrial accidents. They seem to feel 
that if the insurance company inspec- 
tor comes through once or twice a 
year and reports that the light at the 
head of the stairs in the back hall is 
out, that is enough. 

You can easily see, I am sure, the 
utter futility of that kind of safety 
work. When unsafe conditions are 
discovered, a good underwriter cer- 
tainly will want to know, “Why did 
management let it get that way.” He 
and his inspector are of tremendous 
help to safety-minded management 
but they can do little for those who 
are not safety-minded. 

There seems to be a common mis- 
understanding, unfortunately, that the 
compensation premium dollar provides 
for a safety service so complete that 
employers need have little interest in 
the matter. Only 2 percent on the 
average is available for inspections of 
all kinds—underwriting inspections to 
determine the insurability of the risk, 
safety inspections for giving advice to 
cooperative management, and _last— 
but unfortunately not least—for dog 
fights with those who won't cooperate. 
This 2 percent has to cover not only 
the field work of an inspector himself 
but also the work of even top execu- 
tives of the insurance companies who 
spend a not inconsiderable time per- 
suading employers that safety pays. 

Bear in mind that about 55 percent 
of all policies are under $100 in an- 
nual premium and therefore would 
provide less than $2.00 a year each for 
this kind of work. The average amount 
available for employers with less than 
$100 of annual premium is, as a mat- 
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ter of fact, 86 cents. Obviously, safety 
work for this group cannot be done on 
an individual risk basis. If, as and 
when these small employers can be 
persuaded that the lost time, lost pro- 
duction, lower morale, and similar in- 
direct costs of an industrial injury are 
far more expensive than workmen’s 
compensation, perhaps safety can be 
sold. 

For larger employers, especially 
those whose premium runs in excess 
of $1,000 per year, the insurance com- 
panies can be of more direct help. This 
group of employers, by the way, ac- 
counts for nearly 80 percent of total 
compensation premiums although they 
represent less than 8 percent of the 
number of policies. Here the insur- 
ance company safety man can expect 
real results from his advice to manage- 
ment, for with these policyholders 
their individual premium charges are 
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determined in large measure by their 
own experience. As their size increases 
the manual rate of the classification to 
which they are assigned carries less 
and less influence on their premium 
and the number and severity of work- 
injuries in their own plants has more 
and more. 

For those who have chosen retro- 
spective rating plans the influence is 
even greater. This is a very obvious 
inducement to safety-mindedness yet 
even here the costs of the indirect 
effects of work-injuries far exceeds the 
cost of compensation. Even without 
the financial inducement of lower in- 
surance premiums and the safety in- 
spectors’ help these employers should 
be by nature, as efficient producers, 
safety-minded to the maximum. The 
insurance underwriter can well look 
with a jaundiced eye on the large em- 
ployer who has to be pushed into pro- 
viding a safe work place. 
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Bound Volumes for 1953 


F YOU HAVE SAVED all your copies of The Journal 
for 1953 and wish to have them bound, mail them 
direct to The Casualty and Surety Journal, 60 John 
Street, New York 38, N. Y., together with check. 
Volume XIV (six issues) with “The Casualty and 
Surety Journal, Volume XIV” stamped in gold, green 
binding only, $2.75 postpaid. If you wish your name 
stamped in gold in the lower right-hand corner of 


the cover, add 50 cents. 


No orders can be accepted after February 5, 1954. 
It is expected that delivery will be made within eight 


weeks after that date. 





Court 


Decisions 
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ALAN GRELLER, LL.B. 


Liability of Building Owner—A woman 
was attending a card party given by 
a fraternal organization of which she 
was a member. As was the custom at 
such affairs, refreshments were served. 
As she was descending an inside stair- 
way on her way out of the building 
she slipped on a piece of cake on the 
stairs, fell, and was injured. She and 
her husband sued the owners of the 
building, which were a group of affili- 
ated organizations, but the trial court 
dismissed the case. The appellate 
court, however, reversed the judgment 
and ordered a new trial, holding that it 
was possible for the jury to find that 
there was negligence on the part of 
the building owners on a showing that 
they could have forseen the prob- 
ability of such an accident. (Zizzi v. 
Lodge No. 22 (New Jersey 1951) 83 
A. 2d. 334.) 
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Liability to Pedestrian—A storekeeper 
had installed an awning across the 
front of her store and an adjoining 
barber shop. A crank to raise and 
lower it was kept in the store and a 
similar one in the barber shop. One 
afternoon, as the awning was being 


lowered by an employee of the barber 
shop, the board constituting its outer 
edge tore loose from the canvas and 
struck a passing woman on the head. 
She sued the storekeeper who had in- 
stalled the awning and recovered a 
judgment, which was affirmed on ap- 
peal. (Lenahan v. Poole (California 
1951) 232 P. 2d. 20.) 
, tf 

Liability of Manufacturer—A man em- 
ployed as a grinder and chipper in a 
foundry was engaged in grinding some 
castings when the abrasive wheel at- 
tached to the grinder suddenly disin- 
tegrated, seriously injuring him. He 
brought suit against the manufacturer 
of the wheel, charging it with negli- 
gence in its method of manufacture 
and in its failure to test its products 
properly. The jury returned a verdict 
in favor of the injured man in the 
amount of $150,000, from which was 
deducted by the trial judge about 
$24,000 representing the amount of 
the medical expenses and compensa- 
tion paid by his employer. The appel- 
late court affirmed the judgment. 
(Trowbridge v. Abrasive Company of 
Philadelphia (U. S. 1951) 190 F. 2d. 
825.) 





Glass insurance has only two 
exclusions and it offers an 
interesting line with many at- 
tractive features—plus the 
highest commission rate in the 
casualty field 


Sell Glass Insurance, Mr. Agent! 


By CECIL M. BOYCOTT 


LASS INSURANCE is the nicest 

line of insurance to handle! 
It is clean. The coverage is com- 
prehensive, and fire and war are 
the only exclusions. Loss and ad- 
justments are fast. Glass insurance 
is a stable business. Once sold the 
glass policy stays sold. Fifteen-year 
renewals are common. The commis- 
sion rate on glass is the highest in 
the casualty field. For what more 
can you ask? 

The things you must know to sell 
glass insurance successfully are not 
too many nor are they difficult to 
learn. Your own good common 
sense will be a tremendous help. 
The technical information you need 
may be obtained from a study of 
the manual or from your company’s 
special agent. For the moment let 
The author—Mr. Boycott is assistant secre- 
tary of the Commercial Insurance Company 
of Newark, N. J. and of the Metropolitan 
Casualty Insurance Company of New York in 
charge of the combined glass divisions. He 
has been with the Loyalty Group companies 


since 1920 and has recently completed his 
Plate Glass Underwriters’ Guide. 








me take his place so as to give you 
a start. 

First off you've got to become 
glass conscious. Take a walk and 
look around at each of the store 
windows you pass. Note the type of 
construction, the style of setting, 
the size of the glass and also see 
if you can't find at least one condi- 
tion that you believe to be haz- 
ardous. 

Next you should know the pro- 
tection afforded by the policy. There 
are several good analyses on the 
market and paragraph 1 of the 
Glass Manual gives a “quickie” ex- 
planation. In brief a Comprehen- 
sive Glass Policy provides for the 
replacement of specifically insured 
glass, lettering (signs) and orna- 
mentation thereon when damaged 
by breakage or acid. The resulting 
damage, if any, to frames enclosing 
such glass and the cost of making 
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temporary installations and of re- 
moving obstructions is also covered. 

The policy is a service contract 
as well as catastrophe insurance. 
All the insured has to do when glass 
breaks is to report the claim to his 
company by telephone. The com- 
pany then relieves him of every 
possible annoyance. 

A working knowledge of the 
rating structure and of the relation 
between premiums and replacement 
costs should help you sell. The ma- 
jor factors that enter into premium 
computation are the size, kind, and 
quality of glass, its style of setting, 
its position in the building and the 
city in which located. The rates for 
a few types of glass and signs de- 


pend upon their value rather than 
size. 


FAVORABLE Opps 


Premiums on exterior grade floor 
glass average about 8 percent of its 
value and on interior (entrance- 
way) glass less than 3 percent. 
These rates seem incredibly low. 
Even the most skeptical prospect 
should agree that the odds are 
favorable. 

A thorough consideration of un- 
derwriting principles is far too in- 
volved and lengthy for inclusion in 
this article. Even a list of factors 
seems out of place. The conditions 
most uniformly considered by un- 
derwriters are the physical condi- 
tion of the building to be insured, 
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the moral tone of the neighborhood 
and past experience. 

There are several distinctly dif- 
ferent methods of prospecting. 
Each is an excellent source of busi- 
ness and well worth the effort. 

First there are your own clients. 
You can go through your records 
and pick out those for whom you 
carry no glass insurance and par- 
ticularly those for whom you carry 
an Improvements and Betterments 
Policy. All should be receptive. 

Then there are real estate opera- 
tors and lawyers. Both are likely to 
be well informed on realty transfers 
and leases. Some leases require the 
tenant to be responsible for all 
damage to the property and others 
specifically require the tenant to 
carry glass insurance. 

Builders, contractors and glaziers 
are a source of prospects but these 
may be a cause for more grief than 
profit. Too often the work is not 
sufficiently far advanced to warrant 
acceptance of their risk. 

Cold canvass is the source of un- 
limited prospects. The field is wide 
open. Every store, every office, 
every building, every residence, be 
it a private home or an apartment, 
is a prospective risk. There are two 
ways to go about it. One is to sys- 
tematically go after every store in 
a block and the other is to spot- 
check for the most likely customer. 

Shopkeepers seldom object to 
having their store front glass meas- 
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ured. You can survey the exterior 
glass in most of the stores in any 
block, go back to your office and 
figure the premiums and, at a con- 
venient time, return to the district 
and call upon the various shop- 
keepers armed with all the neces- 
sary figures in order to quote exact 
premiums. 

Now for what I call spot-check- 
ing. Look first for lettering, and 
other kinds of signs on windows. 
About 95 percent of all stores have 
lettering, signs or burglar alarm foil 
on one or more windows, yet only 
about 5 percent of all policies in- 
sure lettering and much of that is 
under-insured. The premium for 
lettering is based upon its value 
and so knowing the appropriate ter- 
ritorial differential, you may quote 
exact premiums without delay. 

SPOTTING PROSPECTS 

A broken plate may indicate no 
insurance. As you walk about keep 
a sharp lookout for cracks. A bad 
break spells no insurance and the 
probable lack of money for a re- 
placement. Mr. Agent, you have 
therefore a man who needs insur- 
ance and one who knows the value 
of the broken plate. Should the 
break be of a minor nature such as 
a BB hole or a crack in one corner, 
the plate may be covered subject 
to the existing damage. That means 
that if the glass were to be broken 
in a different place and from an 
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independent cause the company 
would replace it even though con- 
ditionally insured. 

Buildings in the process of reno- 
vation and construction are good 
places to try. If the premises are 
not insured at the present time the 
proprietor, being aware of the cost 
of new glass, will undoubtedly be 











Cecil M. Boycott 


in a receptive mood. Stay away 
from stores where there is work 
being done close to the glass. Com- 
panies do not want to carry con- 
tractors’ risks—they are too hazard- 
ous. They will, however, write 
policies on stores when the work, 
particularly the heavy work, around 
the glass has been completed. 
Contractors are not liable for all 
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breaks that occur during a period 
of construction. Most glass is also 
subject to breakage by the normal 
hazards while building operations 
are going on and to settling during 
the ensuing year. 

Upper floor glass replacements 
are normally very expensive, be- 
cause glaziers will not work from 
swinging scaffolds. When upper 
floor glass must be replaced from 
the outside it is necessary to build 
a scaffold from the sidewalk up. 
Upper floor glass is not subject to 
normal street level traffic hazards, 
but is more exposed to the elements 
and often to interior accidents. The 
rate is low, one-fourth of that for 
identical glass set on the exterior 
grade floor: when all of the exterior 
glass in a building is insured the 
premium for any plate above the 
second floor is reduced by one- 
eighth of the base rate. 

Tenants of large stores or other 
edifices containing unusual glass are 
good prospects for Increased Limit 
insurance. The allowance in the 
policy of $75 for each frame dam- 
age, temporary replacements and 
obstructions are normally sufficient. 
Under some conditions, however, 
they are totally inadequate. The 
failure to recognize this fact may 
be embarrassing to you, Mr. Agent. 

Increased Limit insurance should 
be sold to cover frame damage 
when the risk includes a consider- 
able quantity of glass. It should 
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also be offered to offset the cost of 
making temporary repairs when the 
store front contains unusually large 
or odd-shaped plates, irregular bent 
glass or glass of special manufac- 
ture. Similar insurance is also avail- 
able to protect the policyholder 
when there are major obstructions 
to the replacement of any glass. 
False ceilings, window decks, and 
afterthought window backs are the 
most common causes of trouble. 

A neon sign may be the flag of 
a good prospect. Most exterior neon 
signs are acceptable business, but 
for some reason agents are prone 
to overlook the possibility of insur- 
ing such signs along with glass. 
Neon signs may be insured on either 
the full coverage or the deductible 
plan. 

Residence glass, one of the big 
sources of glass insurance pros- 
pects, has been almost completely 
overlooked. The protection pro- 
vided by the residence endorse- 
ment is so broad that there is little 
or no sales resistance to it. True, 
the commission on any one endorse- 
ment or policy is not large, but a 
campaign to cover the glass in all 
residences by the endorsement of 
existing fire or public liability polli- 
cies should be well worth a real 
“college try.” 

The time to solicit residence glass 
insurance is ripe. The residence 
section of the Glass Manual has just 
been revised. Changes were made 
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The commission rate on glass is the highest in the casualty field 


so as to have the insurance pro- 
vided by the endorsements dovetail 
more closely with that of Additional 
Extended Coverage. The new Resi- 
dence Glass Endorsements provide 
coverage on all glass that is per- 
manently attached to private dwell- 
ings and amends the Limit of Lia- 
bility to $50 an occurrence rather 
than $50 a plate. If your client 
carries Additional Extended Cov- 


erage you no longer need worry 
about specific insurance on Ther- 
mopane and Twindow units or 
whether there is a large mirror in 
his home. You must remind him, 
however, that he would have no 
protection beyond $50 in the event 
he carries no Additional Extended 
Coverage or when such insurance 
is inoperative unless his glass is spe- 
cifically insured. The extra discount 
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for specifically insured glass is now 
66 2/3 percent when blanket insur- 
ance is also carried but remains at 
50 percent when the blanket cov- 
erage is not provided. The compa- 
nies also eliminated the distinction 
between one and four-family dwell- 
ings. They now all take the same 
rate. 

In soliciting glass insurance you 
will find that some of the premises 
under consideration are already in- 
sured. This is more often an open- 
ing wedge rather than a closed door. 
There is no line of insurance in 
which it is possible to make as many 
honest mistakes as can be made in 
glass. Look over your prospect’s 
policy. Check carefully for com- 
plete coverage of all glass; for cor- 
rect sizes particularly after altera- 
tions; for correct description of set- 
ting and ornamentation; for vesti- 
bules that are the responsibility of 
the shopkeeper, and for interior 
glass. On ornamentation watch out 
especially for beveling on doors, for 
miter cutting on window backs and 
for decoration on carrara glass. 
Failure to describe such ornamen- 
tation affects the rate and would be 
just cause for a company to refuse 
to make good on that portion of a 
claim. As to setting, make sure that 
clamped glass is so described. In- 
adequate values on lettering and 
glass that is insured on a valuation 
basis are common. The inspection 
of an existing policy gives the solici- 


tor a chance to get the expiration 
date and also to gain the prospect’s 
good will by making friendly sug- 
gestions as to the correction of any 
errors noted. 

Fire policies cover glass broken 
by several named perils but for 


complete protection shopkeepers 
need comprehensive glass insurance 
because the great mass of claims 
originate from unknown causes. 
The fact that the Bureau casualty 
companies voluntarily assume full 
liability for all glass losses not ex- 
ceeding $1,000 without contribu- 
tion from the Extended Coverage 
carriers clearly indicates how often 
the fire companies actually share in 
glass losses. 

Property owners can do much to 
prevent claims due to the physical 
condition of buildings and imme- 
diate surroundings, but they can- 
not control vehicles, animals, peo- 
ple, or the elements. 

Mr. Agent, in soliciting glass in- 
surance you are in an unusually 
happy position. You are pushing a 
line that companies like to sell and 
at the same time you are rendering 
your clients a genuine service by 
arranging for an easy payment plan 
to cover the expected mine run 
breakages and at the same time are 
protecting him against serious finan- 
cial loss in the event of a catas- 
trophe. 

Sell glass insurance, Mr. Agent— 
Sell Glass! 





© Here’s a story of accident pre- 
vention in action—with results 
—after 11 states got together 
to cut highway speed and the 
enforcement agencies at every 
level cooperated 


Slow Down—and LIVE! 


HE 1953 “Stow Down— 

LIVE!” project of the North- 
eastern State Safety Coordinators 
was a practical demonstration of 
the relationship between the en- 
forcement of highway speed laws 
and the reduction of traffic casual- 
ties. The eleven states from Maine 
to Maryland were the proving 
ground of this program in the high 
traffic volume months of June, July 
and August. 

The framework of coordination 
in highway safety had existed in 
the northeastern states for many 
years through the Northeastern 
Conference on Highway Safety 
and Motor Vehicle Problems. As 
safety became an increasingly im- 
portant problem the Conference 
created a_ standing committee 
known as the Northeastern State 


The author—Mr. Barrett is chief of the New 
York State Division of Safety’s Police Bureau. 
In his present position he is concerned with 
coordinating highway safety and accident 
prevention for New York State. He was chair- 
man of the Northeastern State Safety Co- 
ordinators during speed control project. 
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Safety Coordinators. This commit- 
tee moved forward to take dy- 
namic, realistic steps in highway 
safety promotion. 

At a meeting of the Coordinators 
last February there was an evident 
undercurrent of a desire to take 
some decisive step in safety pro- 
gramming which would establish 
the ability of a group of states to 
do a specific job in traffic accident 
prevention. At this meeting it was 
determined that the Coordinators 
would sponsor “the nation’s first 
regional highway safety drive 
aimed at the growing evil of in- 
creasing speeds on rural highways.” 

It would be unfair to say that 
the proposal was born of wild en- 
thusiasm. It was more a case of 
grim determination. Most of the 
obstacles to an eleven-state effort 
were psychological. The decision 
to hurdle or by-pass the stumbling 
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blocks was a forthright attack on 
the old assertion that “everyone 
talks about highway safety but no 
one does anything about it.” What 
were these barriers? 

First, in the sessions of the 
President’s Highway Safety Con- 
ference and in other safety gather- 
ings, the Northeast had been “writ- 
ten off’ for years as a somewhat 
hopeless case of antiquated laws 
and ordinances, stubborn in its 
clinging to established pattern and 
thoroughly hidebound in its reac- 
tion to progressive safety measures. 

Second, much of the professional 
safety leadership in’ the United 
States had proclaimed the impos- 
sibility of concentration on a single 
emphasis in highway safety. The 
contention had been made so fre- 
quently that it had become almost 
axiomatic when safety programs 
were considered. It was time some- 
one, somewhere, somehow, ex- 
ploded this myth. 

Third, and equally dogmatic, 
had been the assertion that a one- 
subject campaign would fail unless 
the terms of objective and the 
method of attack were clearly de- 
fined and wholly identical. Yet the 
Northeastern State Safety Coor- 
dinators considered launching a 
program in eleven states which did 
not agree as to prima facie or ab- 
solute speed limits; were as far 
apart as the poles in the extent of 
speed zoning and magnificently 
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ill-assorted as to police manpower 
and traffic court structure. 

Fourth, and finally, the North- 
east was blessed, or cursed, with 
the country’s greatest concentration 
of population; one of the largest 
normal vacation upswings in traffic 
volume and the presence of most 
of the nation’s system of toll road 
turnpikes. 

It is significant that, despite 
these obstacles of conflicting opin- 
ion and divergent conditions, the 
decision was to “go ahead.” 

If there is any secret to the 
success of the “sLow DOWN—AND 
LIVE” campaign it is the method 
chosen by the Coordinators to make 
the program “click” all along the 
line. Here is the basic philosophy 
of realistic coordination in A, B, 
C terms: 

1. The program could not suc- 
ceed without the approval and ac- 
tive support of the eleven Gover- 
nors. 

2. The State Safety Coordinators 
could not direct a speed control 
program. Without the understand- 
ing approval and cooperation of 
functional authorities in each state 
the project would get nowhere. 
Such authority was enumerated as 
police, motor vehicle administra- 
tion, highways, utilities commis- 
sion, publicity and promotion, con- 
servation and special turnpike 
agencies. 

3. State level participation was 
not enough—the program had to 
reach out and include on the team 
local police, courts, public works 
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departments, sheriffs, justices of 
the peace and others. 

4. The administrtation of an 
eleven-state project could make or 
break its effectiveness. The North- 
eastern Coordinators are not a 
group with staff or funds. No single 
state could assume the financial or 
personnel obligation. If a private 
agency were to handle the job it 
must be wholly self-effacing, as any 
suggestion of commercialism would 
be fatal. 

It was with this understanding 
that the Association of Casualty 
and Surety Companies offered to 
do the administrative work and 
keep itself in the background. It 
can be truthfully reported that 
not once did the Association violate 
that trust. The business of the 
Northeastern Coordinator program 
was conducted on its own letter- 
head, its own news masthead, with 
its own files and materials, in the 
name of its own officers. The Asso- 
ciation provided staff and office 
facilities for administration and 
promotional consultation and acted 
as host at the various meetings 
which were essential to a com- 
pletely cooperative project. 

5. Private business, national 
groups, public, support organiza- 
tions and the media of public in- 
formation were regarded as certain 
participants in the program if the 
Coordinators would advise them 
exactly, in direct words, what they 
could do. General statements of 
support were regarded as having 
negligible value. Effective support 
meant a specific job. 


Starting with a planning com- 
mittee meeting in March the me- 
chanics of the program went into 
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operation. A general outline of the 
project was placed in the hands of 
functional state authorities for final 
approval. The Council of State 
Governments assisted the Coordi- 
nators in obtaining an eleven-state 
Joint Declaration by the Governors. 
At luncheon meetings held in May 
at Boston and Philadelphia, top 
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officials of the eleven states and 
key organizations of local officials 
met to iron out any differences, to 
obtain full understanding of what 
was to be done and what it en- 
tailed at state and local levels. The 
campaign opened with announce- 
ment of the Joint Declaration on 
May 28. 

It would be impossible to cover 
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all of the operating steps of the 4. A fact sheet on the program 
“stOW DOWN—AND LIVE!” cam- went to every police chief, sheriff, 
‘ : Py a . traffic court judge, magistrate and 
paign. Here are just a few of the a ag 
ie 5 justice of the peace in the eleven- 
highlights: state area. Prepared at the Coordi- 
1. Publicity, centrally prepared, nator’s central office, the distribu- 
was shipped in bulk to the eleven tion was 15,057 copies. 
Coordinators and distributed by 5. A small leaflet addressed to 
them to daily and weekly news- visitor and resident drivers was a 
papers to preserve personal con- sustaining feature of the campaign 
tacts. Each “run” of a news re- used in all eleven states. Distribu- 
lease required 3,638 copies. There tion exceeded 3,000,000 copies. 
were 30,000 such items in the 90 6. The Center for Safety Educa- 
days of the program. tion of New York University made 
available to the Coordinators its 
radar research car. In the 90 days 
of the campaign the car made a 
15,000 mile sweep of 10 states, be- 
ing used for test and demonstration 
purposes before public officials and 


2. Radio material was centrally 
prepared and sent directly to every 
radio station in the eleven states. 

3. Esso Standard Oil Company 
contributed 25 percent of its out- 
door advertising space in the north- I D 
east with a _ specially designed interested private groups. 
poster supporting the project. The The results of “sLow DOowN—AND 
outdoor industry, through its state LIVE!” must be studied carefully 
associations, gave another 300 for, at first glance, the fatality fig- 
panels, bearing the theme: “Speed- res might be regarded as a little 
ers Lose!” The aggregate commer- _ Se 
cial value of this outdoor space disappointing. There was a neg- 
was in excess of $500,000. ligible numerical increase in the 


TABLE I 
TRAFFIC FATALITIES BY STATES 
1952 1953 


State June July August TOTAL June July August TOTAL 


CONNECTICU1 16 25 18 18 25 15 58 
DELAWARE 9 8 9 ll 9 6 26 
MAINE 12 12 12 12 18 14 44 
MARYLAND 49 44 53 41 35 47 123 
MASSACH USETTS 37 44 43 44 43 36 123 
NEW HAMPSHIRE 3 2 13 7 ll ll 29 
NEW JERSEY 66 80 70 64 57 90 211 
NEW YORK 153 159 203 183 178 218 579 
PENNSYLVANIA 124 128 155 94 122 143 359 
RHODE ISLAND 0 8 2 7 5 8 20 
VERMONT 11 6 7 4 5 7 16 


TOTALS 480 516 585 508 595 1,588 
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number of traffic deaths—so small 
that they can be considered as 
holding even with 1952 for the 
eleven-state area. However, these 
facts must be remembered: 

1. The campaign eliminated the 
9% increase in traffic deaths shown 
in the first five months of the year. 

2. The “sLow DowN—AND LIVE!” 
record was established despite an 
increase in traffic volume of at least 
6%. Traffic flow counts in various of 
the eleven states showed increases 
ranging from 9.3% to 12% above 
1952. 

On a straight state-by-state basis, 
the fatality record provides a more 
significant evaluation, as follows: 


COMPARATIVE RESULTS 
TRAFFIC FaTALities BY STATES 
June, July and August 


DECREASE BELOW 1952 

Vermont 33.3% 
Maryland 15.7% 
Pennsylvania 11.8% 
New Jersey 2.3% 
Connecticut 1.7% 
Massachusetts 9% 


EVEN WITH 1952 
Delaware 

INCREASE ABOVE 1952 
New York 12.4% 
Maine 22.0% 


New Hampshire 41.0% 
Rhode Island 100 % 


For six states to cut traffic deaths 
below the corresponding period in 
1952; for one state to hold exactly 
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even, and for only four states to 
show an increase is an excellent 
result of the program. The problem 
of drawing a conservative conclu- 
sion from accident records is well 
illustrated in the foregoing tabula- 
tion. One state shows traffic deaths 
to have jumped 100% over June, 
July and August of 1952. Reference 
to Table I will disclose that in this 
state only 10 fatalities in a three- 
month period made the percentage- 
wise increase one of 100%. 

The question naturally arises— 
what was the difference in activity 
or emphasis which made it possible 
for some states to cut traffic deaths, 
injuries and property damage acci- 
dents while others remained with 
the national trend of increase. The 
answer is spelled out in Table II 
and is interpreted in Table III. 

For the eleven-state area as a 
whole there was a 19.8% increase in 
convictions for speed violations. 
Applying this to the states as an 
index of results, these facts are 
noted: 

1. In states where there was a 
pronounced increase in convictions 
for speed violations, there was 
either a decrease in traffic fatalities 
or the record held even. There were 
two exceptions—one in each direc- 
tion—which provide _ interesting 
sidelights on the results. In one 
state, despite a fine increase in 
speeding convictions there was a 
sharp up-swing in traffic deaths. In 
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TABLE II (A) 
SPEED CONVICTIONS—1952 


State June August 


CONNECTICUT — _ 
DELAWARE 400 440 

MAINE 178 287 

MARYLAND 1,667 1,629 

MASSACH USETTS — — 

NEW HAMPSHIRE 440 440 

NEW JERSEY 5,210 6,379 17,652 
NEW YORK 44,340 41,175 133,494** 
PENNSYLVANIA 3,968 3,631 11,7334 
RHODE ISLAND NA NA NA 
VERMONT 78 77 264 
TOTAL 46,110 
Rural Delaware outside Wilmington. 


**.-All traffic arrests. 
Speed figures not segregated. NOT included in totals. 


#—State police arrests for speeding. Convictions average 97 to 98%. 
NA—Net Available. 
E—Fstimated. 


TABLE Il (B) 
SPEED CONVICTIONS—1953 


August 


CONNECTICUT _ aa 
DELAWARE 540 504 

MAINE 377 286 

MARYLAND 2,122 1,827 

MASSACH USETTS — ou 

NEW HAMPSHIRE 360 466 

NEW JERSEY 7,573 8,927(E) 24,715(E) 
NEW YORK 45,789 53,652 155,365** 
PENNSYLVANIA 4,058 3,192 11,4784 
RHODE ISLAND NA NA 
VERMONT 129 419 


TOTAL i ae ih 


*—Rural Delaware outside Wilmington. 


**All traffic arrests. 
Speed figures not segregated. NOT included in totals. 


#- -Stete police arrests for speeding. Convictions average 97 to 98%. 
NA~--Not Available. 
E—Estimated. 
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SLOW DOWN—AND LIVE! 


TABLE Ill 
RELATING SPEED CONVICTIONS TO TRAFFIC ACCIDENTS 
Comparing June, July, August 1953 with Same Period in 1952 





Speed 


Convictions 


+10.2% 
+24.0% 
+41.0% 
+20.0% 
+ 4.7% 
— 9.3% 
+40.0% 
NA 
— 21% 
NA 
+58.0% 


State 





CONNECTICUT 
DELAWARE 
MAINE 
MARYLAND 
MASSACH USETTS 
NEW HAMPSHIRE 
NEW JERSEY 
NEW YORK 
PENNSYLVANIA 
RHODE ISLAND 
VERMONT 


NA—Not Available. 





another state, despite a very small 
drop in speeding convictions there 
was an exceptional reduction in 
traffic deaths. 

The trend was definite. The bet- 
ter speed conviction record, the 
better the fatality reduction. This 
was a _ speed control program. 
Public education doubtless helped 
hold highway speeds in check but 
the real test of the project was the 
stepping up of enforcement. 

2. In every state showing an in- 
crease in speed convictions there 
was some accompanying improve- 
ment of the traffic accident record. 
For example, in one state a jump in 
speed convictions helped produce 
a drop in fatalities and property 
damage accidents; in another state 
more convictions for speeding led 
to fewer traffic deaths and fewer 
personal injuries. 


Fatalities 


+ 22.0% 


+ 41.0% 
+ 12.4% 


4- 100.0% 





Property 
Damage 


—10.5% 
+ 4.2% 
+ 3.2% 
+ 65% 
NA 
— 2.0% 
+30.0% 
+ 5.3% 
+ 4.6% 
NA 
NA 


Personal 
Injuries 





1.7% 


even 


- 15.7% 
I 


2.3% 
- 118% 


33.3% 





As a first experiment in regional 
coordination of a single highway 
emphasis campaign, the Northeast- 
ern State Safety Coordinators are 
satisfied that “sLow DOWN—AND 
LIVE!” was a definite success. All 
are agreed that the benefits of the 
summer program have continued 
into the fall months and may well 
have led to improvements in the 
traffic casualty experience which 
exceed the months covered. 

So certain are the State Safety 
Coordinators that the project was 
conceived and operated on a sound 
basis with a measurable favorable 
result that they have already ap- 
proved a repeat performance in 
1954. With the experience gained 
in 1953, and with a longer period 
for advanced planning, it can be 
expected that an even better result 
can be shown next year. 



































© If your sales volume graph is 
going up but your net profits 
are much less than expected, 
this economic facts-of-life ar- 
ticle is just what you need to 
analyze your volume vs. prof- 
its ratio 


Know Your Efficiency Peak 


I’ WE ARE TO SURVIVE the pres- 
ent inflationary trend, then we 
must give thought and 
study to our agency profit. One of 
the best ways to combat inflation is 
to know your agency efficiency 
peak and then endeavor to see that 
your agency reaches it. 

A friend of mine, who operates 
a store, impressed me recently with 
the importance of knowing your 
efficiency peak in order to secure 
maximum profits. He explained 
that on a business of $500,000 in 
sales per year they would just break 
even. Their profit increases until 


serious 


they reach their maximum at be- 
tween $575,000 and $600,000. At 
this point if they wish to further 
increase their business they must 
add additional sales personnel and 


The author—Mr. Woodbury has operated his 
own agency in Wilmington, N. C., since 1939. 
He is a member of executive committee, Na- 
tional Association of Insurance Agents, past 
president of North Carolina agents, past 
chairman Southern Agents Conference, and 
winner of the NAIA President’s Award in 
1951. He is very active in civic, club, church 
and community activities. 


By LOUIE E. WOODBURY, JR. 








other expenses. This increase in 
overhead immediately cuts down 
on their profits and they will make 
less money on $650,000 in sales 
than they previously made on 
$575,000. In order to take advan- 
tage of the additional help and ex- 
penses it is necessary for them to 
figure their next efficiency peak and 
shoot for it to maximum 
profits. 

Many agencies are showing only 
a small profit as a result of the 
owner’s inability to recognize the 
agency’s efficiency peak. With spe- 
cial attention and a little additional 
work the owner can substantially 
increase his income. For example, 
if your agency is now grossing $25,- 
000 annually in commissions, it 
may be possible for you to increase 
your gross earnings to $30,000 
without additional agency person- 
nel or office space. You can readily 


secure 
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see that this would mean you could 
increase your net income by almost 
$5,000 as there would few addi- 
tional expenses to take out of the 
extra gross. 

This plan of building your agency 
to its efficiency peak is the best 
hedge which you can have against 
inflation. If your peak of efficiency 
with your present staff is $25,000 
additional volume and you reach 
it, then in the event of a depres- 
sion you could immediately lose 
$25,000 in volume without any ap- 
preciable reduction in the net profit 
you had prior to the increase. In 
an effort to reach your efficiency 
peak you will have found so many 
aids to efficiency that you will be 
able to withstand a tremendous re- 
duction in volume without seriously 
impairing the net income of your 
agency below what it is now at 
average efficiency. 

How are we going to reach our 
peak of efficiency? First, we must 
know what our efficiency peak is 
and then do something about it. 

A minister at one of our churches 
recently told a story about a man 
who had a great deal of confidence 
in the power of prayer until he 
actually tried to use it and it failed 
him. He told the preacher he lived 
on a hillside; however, there was 
a large mound of sand in front of 
his home which obstructed his 
view. Before he went to bed every 
night he would pray to God to 


move this mound of dirt. Every 
morning when he woke up the 


mound of dirt was still there. The 
preacher explained to him there 
was great power in prayer provided 
you prayed in the proper manner. 
He explained to the man he should 
not have asked God to move the 
mound for him but that he should 








Louie E. Woodbury, Jr. 


have prayed to God to give him 
the strength to take a shovel and 
move the mound of dirt himself. 
Wishful thinking and daydreaming 
are pleasant hobbies but they will 
not produce results. If you want to 
accomplish something then get 
yourself into action immediately 
and you will be pleased with the 
results. 
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There are many things we can 
do in our offices to make for a 
more efficient operation. Use of 
dictating equipment, electric calcu- 
lators, modern bookkeeping and fil- 
ing methods will save a tremendous 
amount of time and will often do 
the work of an extra employee if 
used efficiently. Rearrangement of 
office for easier handling and flow 
of work will save many steps and 
minutes during the day. Make a 
personal time study of your agency 
operations. Or if you prefer outside 
help this type of study is available 
through business machine compa- 
nies. 

A careful study of each em- 
ployee’s present and potential work 
load is absolutely essential. In 
every office certain employees are 
carrying the load for others. Our 
office work should be more evenly 
distributed. The writing of renew- 
als can be a continuous operation 
so that they are written during lull 
periods. A great many agencies as- 
sign specific duties to each em- 
ployee. While this method is fine, 
it will not bring about peak eff- 
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ciency unless the employees as a 
whole realize and accept the re- 
sponsibility of seeing that all of the 
agency work is completed each day 
in addition to their specific duties. 
Use of the telephone for collec- 
tion calls and renewal of small 
policies will give you additional 
time to see new customers. A great 
many of these telephone calls can 
be made by girls in the office. 
You can increase your net agency 
income through an increase in 
the average policy premium and 
through a more efficiently run 
agency. The formula spells the dif- 
ference between success and near 
success in our business. Let’s as- 
sume a study of your agency re- 
veals a volume of $125,000 com- 
posed of 2,500 policies with an 
average premium per policy of 
$50.00; your average commission 
is $10.00 and your office cost and 
sales expense are an average of 
$6.00 per policy; this would leave 
you a net profit of $4.00 per policy. 
You can readily see that if you can 
increase the average premium to 
$60.00 your net profit would be: 





PREMIUM VOLUME ............. 
AVERAGE PREMIUM 

AVERAGE COMMISSION 

AVERAGE OFFICE AND SELLING Cost 
Net Prorir Per Po.icy 


NuMBER OF Po.icigs WRITTEN....... 


Net Prorir 


20% Increase 
in Average 
Premiums 


$150,000 


Present Agency 
Volume 


12 
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Isn't it amazing? Through an 
increase of only 20 percent in the 
average premium per policy it may 
be possible for you to have a 50 
percent increase in your net in- 
come. 

Higher limits and insurance to 
value will quickly increase your 
average premium more than 20 
percent. An assured is far happier 
with an automobile policy with 
limits of 100/300-50 and $5,000 
Medical at slightly increased pre- 
mium than he is with the 5/10-5 
and $500 Medical. In addition, you 
will find they are more conscious 
of their insurance needs with large 
limits and less likely to drop the 
coverage. 

Referring again to the illustration 
it would take 1,250 more policies 
at an average profit per policy of 
$4.00 to increase your net income 
$5,000 whereas by merely increas- 
ing your average premium among 
your present policyholders 20 per- 
cent you have achieved the same 
increase in your net income. After 
getting a net increase of 20 percent 
in the average policy premium you 
can look forward to only servicing 
2,500 policies rather than 3,750 
policies. Think of the extra income 
the 20 percent increase will give 
you and the extra time you will 
have for golf, fishing and your 
family rather than working your- 
self to death in an effort to add on 
and service 1,250 additional poli- 
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cies. You can give far better service 
and more personal attention to 
2,500 policies than you can give 
to 3,750 policies. This in itself will 
help you hold more customers. 
There is apparently no great sav- 
ings in administration expense by 
merely increasing or doubling the 
size of your agency. The most re- 
cent figures show that larger agen- 
cies are more expensive to operate. 
The way to increase your net in- 
come through an increased volume 
is to increase your average profit 
per policy and to take advantage 
of your agency efficiency peaks. 
Many of us work hard all week 
just to have an afternoon of golf 
to look forward to. We run around 
in circles trying to find some pleas- 
ure or hobby away from our work. 
While we should have some out- 
side pleasure or hobby, it is silly 
for us to overlook so much of the 
fun and excitement in our own 
business if we look for it. Here’s a 
good business hobby. Take one 
day or morning each week and de- 
vote this same time every week to 
calling on only new prospects. 
Think of the excitement and thrills 
you can get out of this, meeting 
new people and testing your sales 
ability. You will be amazed at the 
results. It’s fun to meet new people, 
it’s exciting to match wits, it’s in- 
spiring to steer an interview to a 
successful conclusion and it is a 


highly profitable hobby. 





SMILE A 





























/ 
SEFF 
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COPYRIGHT 1953 CARTOONS-OF-THE-MONTH 
“Meet my new secretary, dear. Now for heaven’s sake, do her looks meet 
with your approval?” 











COPYRIGHT 1953 CARTOONS-OF-THE-MONTH 
“We have 3,842 employees and every one of them has heard about your 
baby, so I’m transferring you from accounting to advertising!” 





VICIOUS gales and storms in mid-Atlantic broke up a Liberian 
freighter with the loss of an officer and seaman but a New York- 
bound luxury liner J/e de France rescued 24 survivors of the 
freighter crew in the finest traditions of the sea, The freighter 


was a complete loss. 


A Marine 


SUNLIGHT STREAMS through this 35- 
foot hole amidships below the bridge of a 
tanker as it limps into port after a blast at 
sea. The blast injured nine crewmen and 
knocked out the tanker’s radio. 





SEVENTY FIVE thousand dollars is estimated to be the 
damage resulting from an early morning blast in Texas which 
ripped apart a Fort Worth hotel and caused the collapse of 
seven other business buildings nearby. No loss of life was 
reported and the cause of the explosion is unknown. 


Explosion \ | 


FULLY LOADED, a tank truck roared 
through an Ohio town out of control, crashed 
into a house and then exploded. The truck 
driver was killed. Several other dwellings, 
including the town post office, burned down. 





BIGHT FIREMEN were injured and $500,000 
worth of property ruined from a fire in the base- 
ment of a downtown building from an unknown 
cause and an explosion which quickly spread the 
flames and completely destroyed structure. 


A Fire 


THIS IS the rear view of ™ i- remains ‘of a tenem 
in Chicago showing the destruction caused by an 
morning fire in which fourteen persons lost their lives. T 
building was completely burned out. 





THE NEWS 





CRASHING INTO a tree with an impact so 
great that pieces of this 1936 car were hurled 
150 feet in Minneapolis, the teen-age driver 
was critically hurt. Police said he had been 
spotted earlier racing his car. 


THREE GENERATIONS of one family died in this smas 
and mangled automobile when it was struck by a train in Flor 
Seven women died, six instantly, including a grandmot 
18-year-old twin granddaughters, and the twins’ mother, w 
the train struck the car squarely in the center. 





RECKAGE OF industrial buildings covers a wide area along 

Oakland Estuary in California following a six-alarm fire 
tt caused damage estimated to be $12,000,000. One of the 
rehouses was crammed with Army supplies destined for 
rca and the fire marshal said an arsonist could have started it. 


THREE PERSONS were injured, one critically, 
in a fire following an explosion of undetermined 
origin in this motor transportation company 
plant fire at Manchester, N. H. which swept 
through this two-story structure. 
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Motor Vehicle \ | 


THANY PIKE near Wellsburg, West Virginia, was the scene of AIR BRAKES failed on this huge cattle 


ear-tragedy when a fully loaded elementary school bus was struck 
an automobile on a sharp curve. Fourteen of the schoolchildren 
riders were injured but, fortunately, none of the injuries were 


ious or even fatal. 


truck as it went out of control on a Cali- 
fornia highway and smashed into three cars 
and killed five persons, blocking traffic for 
two hours. The truck driver survived. 








BROK aused this derailment 
Kansas which injured five persons seriously. 
One car overturned completely and the train 
formed this zig-zag pattern coming to rest 
after tearing up and twisting the rails. 


i Train 


BASEMENT SALESROOM of a downtown 
Kansas City drug store becomes a hodge-podge 
of floating goods following a water-main break. 
Fire trucks had to pump out the area betore 
store officials could determine the loss. 





hy 
NINE CARS and the engine of a 14-car New York to Wash- 
ington train lie derailed after striking a steel casting that 
fell to the tracks from a freight train along the most 
heavily traveled rail route in the world. No one was re- 
ported injured seriously and only 15 persons were hurt. 


Flood Y¥ 


FLOOD WATERS isolate this evacuated home in Texas 
as heavy rains that recently plagued the southern part of 
the state turned the Rio Grande River, once dry, into a 
raging torrent after a new cloudburst of twenty inches fell 
and forced the residents to flee to safety. 








© There isa constant interchange 
of valuable papers and prop- 
erty between banks, corpora- 
tions and other institutions and 
an expert describes the insur- 
ance that is needed for its 
protection 


Shipping Valuable Property 


press Policy may not be as 
well known as other forms of in- 
surance because the prospective 
policyholders are limited, and 
once an “open” policy is issued it 
may remain in force for many 
years without the necessity of re- 
newal. However this is one of the 
most important forms of insurance 
carried by banks, other financial 
institutions such as security brokers 
and investment corporations and 
any person, firm or corporations 
acting in a fiduciary capacity which 
necessitates occasional or frequent 
shipments of “valuable” property 
such as currency, securities, or oc- 
casionally jewelry and the like by 
Registered Mail or Express. 
A bank making shipments, for 
example, is usually not the owner 


T= REGISTERED Mai and Ex- 


The author—Mr. Berggren is assistant man- 
ager of the marine department of the Com- 
mercial Union Assurance Company Ltd. He 
transferred to the marine department from 
fire underwriting department about eight 
years ago and has been with Commercial 
Union over 21 years, 


35 





By H. T. BERGGREN 





of property shipped but may be 
acting for thousands of customers. 
Yet these customers may never see 
the insurance policy but rely on the 
bank to insure the shipments under 
the bank’s policy written in its own 
name “For ACCOUNT OF WHOM IT 
MAY CONCERN. Despite the limited 
number of such policies issued, the 
value of property covered and 
number of actual assured compares 
favorably with other classes of in- 
surance. Shipments are “declared” 
to the company daily or monthly 
and billed at the end of each 
month. It is not unusual for one 
company to receive declarations 
for a single day on thousands of 
shipments with amounts insured 
running into many millions of dol- 
lars. 

When you add to this the fact 
that such shippers are also vitally 
interested in complete insurance 
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protection on tremendous values in 
property of their own and of their 
customers, it will be appreciated 
that the producer who has placed 
this insurance which is under a 
continuous policy has a constant 
contact with the assured, which 
should be helpful in obtaining the 
assured’s other business. 

A little history may help to un- 
derstand the coverage. Prior to the 
Post Office inaugurating the Regis- 
try Service, all valuable property 
was shipped by express because 
express tariffs were based on the 
value and, in addition to assuming 
liability for the full value, the 
express company provided ample 
protection against hold-up and 
other risks. While the Post Office 
provided for safeguarding valuable 
property in the registered mails, it 
did not assume liability for the 
full value of shipments in the man- 
ner of the express company. There- 
fore before the registry system 
could be used for valuable prop- 
erty, commercial insurance became 
necessary. At this point enterpris- 
ing Marine Insurance Underwriters 
provided coverage under forms 
which were basically Ocean Cargo 
forms. 

Let us now analyze the policy 
finally evolved which is in use to- 
day. We must know when the risk 
attaches and ends. Insured ship- 
ments become at risk the moment 
the package is ready for shipment 
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and in the possession of the mes- 
senger for delivery to the post or 
express office and continues until 
delivered to the addressee at the 
place of address. Even if the ad- 
dressee picks the package up at 
the post office, as he usually is re- 
quired to do if the value is high, 
the coverage continues until he 
arrives with it at the place of ad- 
dress. If the address is wrong or the 
addressee has moved, coverage 
continues until it is properly de- 
livered or returned to the sender. 

There is no limit to the total 
value the assured may ship at any 
one time. The only limit being the 
value which may be shipped to any 
one addressee on any one day. This 
limit is as high as needed by the 
assured, frequently being $5,000,- 
000 or more and may be exceeded 
by acceptance in advance of ship- 
ment by the company. And the ter- 
ritorial limits are very broad. 

The insuring conditions are “All 
risks of physical loss or damage.” 
The only perils excluded are those 
commonly listed under “War 
Risks.” These risks (except certain 
risks which it would be against 
public policy to insure, such as 
“risks of contraband or illegal trans- 
portation or trade, and seizure or 
destruction under quarantine or 
customs regulations”) may be cov- 
ered under a separate war risks 
policy. Since “war risks” coverage 
is not written on shipments in- 
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volving transit over land only, the 
war risks policy is limited to cov- 
erage on shipments involving trans- 
it by an overseas vessel, including 
airplanes, but if it attaches under 
a war risk policy, the land portion 
of the transit is also covered. When 
a war risks policy is issued all 
overseas shipments declared under 
the Registered Mail Policy are 
automatically covered under the 
war risks contract. 

Now let us get back to the 
Registered Mail Policy. Its value 
to a bank might be decreased to 
the extent that it required contri- 
bution from other insurance such 
as a blanket bond which would 
cover certain losses such as hold-up 
on the way to the post office. The 
bank logically would the 
Registered Mail insurance for 
which it paid a specific premium 
to cover without contribution from 
the blanket bond for which it pays 
an annual premium subject to 
penalty or credit on renewal based 
on loss experience. While the Reg- 
istered Mail Policy provides that 
it is to contribute pro rata with any 
other applicable insurance or in- 
demnity, it also provides that it will 
be primary with respect to blanket 
bonds. The only exception is in 
connection with theft losses on the 
part of employees of senders or 
addressees. In such cases, the Reg- 
istered Mail Policy would act as 
excess insurance and also pay for 


want 
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the loss of premium experience 
credit under the blanket bond 
which paid part or all of the loss. 

While the policy is elective, that 
is, it covers only shipments the 
assured wants to declare there- 
under, it has a very broad errors 
and omissions clause requiring the 
assured only to show from his 
records what the intent was and 
report errors as soon as discovered. 

Contents of packages should be 
verified by two persons and the 
manner of packing and sealing be 
as required by the Post or Express 
Office. 

Losses must be reported prompt- 
ly and proofs filed in a reasonable 
time. 

Losses are payable within seven 
days after receipt of proofs. 

The manner of arriving at 
amount of loss payable is important 
since this is not a valued policy 
and the assured has the option of 
declaring whatever value he wishes. 
The maximum payable is the 
amount declared, except losses on 
bonds, stocks or rights which have 
appreciated in value, may be col- 
lected up to 105 percent of the 
cost to replace provided the as- 
sured has declared at least the 
market value on date of shipment. 
The assured also has the right to 
determine the amount collectible 
by the value at time of dispatch 
or at time the loss becomes known. 
Included in the loss payment is 
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any loss of actual interest earnings 
and shipping and _ insurance 
charges. The company, of course, 
takes title to the lost property on 
payment of the loss and in the 
case of securities obtains the re- 
issue, if possible, and sells it as 
salvage. However, if securities 
insured for less than their 
value at time of loss, the assured 
has a further option to retain title 
and secure his own reissue, collect- 
ing his expenses such as surety 
bond premium, legal and advertis- 
ing expenses, and all charges di- 
rectly resulting from the loss. 

The sue and labor clause re- 
quires the assured to assist at the 
company’s expense in recovery, 
duplication or reissue of the lost 
property. 

There is a specific provision that 
no carrier or other bailee shall 
have the benefit of the insurance. 

Cancellation may be effected by 
the assured at any time but the 
company must give 30 days notice. 

The annual reporting policy 
differs from the monthly or daily 
reporting form in that it is writ- 
ten with an annual deposit pre- 
mium covering domestic and Ca- 
nadian shipments based on the 
earned premium for the previous 
year and this is adjusted at the 
end of each policy year based on 
the actual value of shipments re- 
ported. Also, all domestic and Ca- 
nadian shipments must be recorded 
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by the assured at their market 
value on date of shipment. Foreign 
shipments, incoming domestic ship- 
ments and those in excess of the 
policy limits are covered only if 
reported in advance and the pre- 
mium on these is billed monthly. 

So far we have covered only the 
Registered Mail and Express Policy 
but a slightly different policy is 
written to cover securities only by 
ordinary First Class Mail and First 
Class Air Mail. Even though the 
rates on such policies are higher 
than Registered Mail and Express 
Policies, there is an over-all saving 
to the assured because he avoids 
the high Post Office Registry fee 
and surcharge based on value and 
there is some saving in office over- 
head, since registry forms do not 
have to be prepared and the ship- 
ments do not have to be mailed and 
receipt obtained at the registry 
window of the post office. 

The essential points in which 
this policy differs from the Regis- 
tered Mail Policy are as follows: 

1. It is limited to the conti- 
nental United States, exclud- 
ing Alaska. 

2. It is subject to a $50 mini- 
mum annual premium. 

3. It covers only securities 
(excluding U. S. Government 
securities). Only non-negotia- 
ble securities and coupons 
may be insured in shipments 
to consignees other than finan- 
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Values running into many millions of dollars shipped every day 


cial institutions. 

4. Reports of shipments are 
made monthly in totals for 
each rate category. 

5. There is no provision for 
payment of loss of premium 
experience credit on blanket 
bonds in case of theft losses 
paid by the blanket bond. 

6. Shipments must be insured 
for at least market value. 


Premiums under the First Class 
Mail Policy, as under the Regis- 
tered Mail Policy, are based on 
rates per $1,000 of insured value 
but the First Class Mail Policy may 
be endorsed to cover at a per pack- 
age premium only stock certificates, 
bonds and debentures which are 
fully registered and unendorsed or 
in the case of stock certificates en- 
dorsed to a specified transferee, 
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The endorsement is very specific 
because it is not the intent to cover 
thereunder all securities in so- 
called non-negotiable form. Par- 
ticularly it does not cover stock 
certificates endorsed in blank but 
with the name of an attorney to 
effect transfer inserted. The en- 
dorsement also covers scrip certifi- 
cates and subscription warrants in 
bearer form up to $150 in one 
package. The aggregate market 
value in one package should not 
exceed $25,000 or the assured will 
become a coinsurer to the extent 
of the excess. Premium is 11 cents 
per package. All shipments com- 
ing within the scope of the en- 
dorsement must be declared there- 
under. Losses are not adjusted in 
the same manner as under the basic 
policy, that is, by paying the cost 
to buy in. Instead the company 
endeavors to obtain reissue for the 
assured and only if the assured can- 
not wait for the reissue or if an 
unusually long delay is anticipated 
will the assured be permitted to 
buy in and transfer title to the 
lost securities to the company. 

There is a second First Class 
Mail Policy for insuring small 
values in negotiable and non-ne- 
gotiable securities not exceeding 
$500 in value without restriction as 
to the type of consignee at a per 
package rate of 10 cents. 

There is also a third form of First 
Class Mail Policy designed pri- 


marily for Transfer Agents or Cor- 
porations who handle the transfer 
of their own stock themselves. 
This policy is written at a package 
rate of 10 cents for shipments not 
exceeding $25,000 in value. Prior 
to the development of this policy 
transfer agents shipped new certifi- 
cates primarily by registered mail, 
although in some cases ordinary 
first class mail was used, but in 
either case they were uninsured. 
This led to difficulties with stock- 
holders who failed to receive their 
certificates through no fault of 
their own and were then required 
to file their own bond of indemnity 
for a reissue with corporate surety, 
the premium for which they had 
to pay and often had difficulty in 
getting a company to act as surety 
on the bond. This policy avoids 
the necessity for this since upon 
notice of non-receipt the transfer 
agent merely sends an affidavit of 
non-receipt to the stockholder or 
his agent to be signed and re- 
turned. This together with an affi- 
davit of mailing and letter of in- 
structions for preparing bond of in- 
demnity is then sent to the com- 
pany which usually gives its own 
indemnity to enable the transfer 
agent to issue a new certificate. 

This is one more instance of the 
vital part insurance companies play 
in absorbing the risks which the 
individual business man could not 
possibly carry himself. 
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PLATE Guiass Is Goop BusiNEss 
With store modernization programs 
going on constantly and with more and 
more modern building fronts using 
glass in its many forms to achieve a 
striking, streamlined appearance, the 
Plate Glass business should be a fertile 
one for an agent. A Plate Glass policy 
gives year-around protection for the 
normal breakages which occur period- 
ically and serves as emergency cover- 
age when a widespread catastrophe 
loss occurs. 
—Local Agent 
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Up AnD AT ’EM 

I know some agents who say they 
go to their office the first thing every 
morning to attend to the details and 
then make their calls if time will per 
mit. The proper way is to make the 
calls first and then spend the after- 
noon hours in your office with details. 

Every efficiency expert will uphold 


the idea that your maximum efficiency 


is in the morning. It is therefore the 
best time in which to sell and, in addi- 
tion, if you definitely make your calls 


in the mornings they will always be 
made. Your plans or calls are not dis- 
tracted by correspondence or tele- 
phones which will tend to change 
your plans if you go to the office first. 
There is one exception to this rule, 
however, in that it is permissible to do 
your office work in the morn‘ng, pro- 
vided it is completed by 9:00 a.m. 

One agent I met made it a point, 
therefore, to be at his office at 7:00 
a.m. and took care of all of his office 
details from then until 9:00 a.m. 
Promptly at 9:00 a.m. he left the of- 
fice and went from door to door mak- 
ing calls. He said to me, “All I do 
every day from nine to six is talk to 
people about buying insurance.” 

He wrote $250,000 in premiums in 
his first three years. 

—Louie E. Woodbury, Jr. 


cc & # 

Direct Matin 
A young lady employed on a part- 
time basis by Lyman E. Strong, Seat- 
tle, has set an unusual production rec- 
ord, She became interested in solicit- 
ing Fire insurance by letter from cus- 
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tomers and clients of the Strong 
Agency. She has used her own judg- 
ment in selecting a list of clients, pick- 
ing only those who are very evidently 
policyholders of means. She can deter- 
mine that information either from the 
size of the Burglary policies, the types 
of automobiles which are insured, in- 
formation in the agent’s accident files, 
or otherwise. From this selected list, 
she tells us that for all the letters she 
has written she has been successful in 
75% of the cases in increasing the Fire 
insurance coverage substantially, in 
most instances the increases running 
in the neighborhood of 75% over that 
formerly carried by the agency. 
—The Travelers Protection 
“#4 
A TAILORED PACKAGE 

If you can make a sale in half an 
hour instead of four or five hours, you 
do it, naturally. If you can give a 
client a broader range of coverages at 
a lower cost, you do that, too. If you 
can offer a prospect a package of pro- 
tection that’s designed just for him, it 
would be foolish to attempt to offer 
instead a makeshift contract with half 
a dozen endorsements attached. 

In the storekeeper’s liability policy 
you have the easiest, most satisfactory 
and least costly way to provide lia- 
bility coverages for the merchant. It is 
a contract for a specific class of risk— 
the retail store. 

—American Arrow 
, + 3 
NEVER ForGET 

Have you told your clients about 
the danger of under-insurance? 

Have you broadcast this message to 
the citizens of your community? 

One of the best Public Relations 
jobs we can do today ... and in the 
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months to come . . . for ourselves indi- 
vidually and for our business as a 
whole is that of seeing to it that all our 
clients, no matter how modest their 
requirements, carry enough insurance 
protection to adequately protect their 
assets at today’s values. 

If we all do our part we can correct 
the under-insurance situation! 

Here is an excellent and an addi- 
tional opportunity to justify the com- 
mission principle, and at the same time 
serve both your clients and your 
agency. 

—Indiana Agent 
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InsuRE To VALUE 

The old story of proper insurance to 
value was vividly illustrated in a re- 
cent fire loss in central Texas. 

The fire, apparently caused by 


faulty electric wiring, completely de- 
stroyed a one-story frame house and 


all its contents as well as a combina- 
tion smokehouse and garage 24 feet 
away. 

Although the household goods val- 
ued at $3,089 were adequately cov- 
ered with insurance amounting to 
$2,500, the house itself had only 
$5,000 insurance compared with a 
value of $9,096. The garage and 
smokehouse were even more grossly 
underinsured with only $100 insur- 
ance in force on a $986 building. 

The insured’s share of the loss was 
$6,573, the difference between $13,- 
173 total value of the property and 
the $7,600 total insurance. The cost of 
replacing the buildings and household 
goods was placed at $16,534. Proper 
insurance to value would have gone a 
long way in protecting the insured’s 
investment and in helping to build a 
new home. 

—Cravens, Dargan’s Review 





¢ A representative of the Na- 
tional Bureau discusses the 
reasoning behind the develop- 
ment of the new seven-class 
private passenger car classifi- 
cation plan for liability rate 
purposes 


The New Auto Classification Plan 


INCE THE NATIONAL BuREAU of 

Casualty Underwriters an- 
nounced the new seven-class plan 
of classifying private passenger 
automobiles for liability rate pur- 
poses last fall, I have had occasion 
to discuss the plan with many 
groups of insurance producers. It 
was only natural that this plan, like 
any new development, should stim- 
ulate frank inquiries from among 
them. It was also to be expected 
that producers’ reactions to the 
new plan should vary. But my ex- 
perience in meeting with 
producers convinced me that once 


these 


they understood the problems in- 
volved, the more ready they were 
to rationalize the solution. 

Many producers, I believe, real- 
ized that revision of the existing 
The author—Mr. Brewster is manager of the 
automobile division of the National Bureau 
of Casualty Underwriters. Before joining the 
Bureau in 1936, he was associated with the 
underwriting Departments of General Acci- 
dent, Fire and Life Assurance Corp., New 
York Indemnity Co. and Standard Surety 


Casualty Co. He assumed his present duties 
in 1947. 


By WILLIAM H. BREWSTER 


three-class plan was clearly in or- 
der. First, public sentiment was 
demanding greater refinement of 
classes of risks with appropriate 
recognition in rates among the va- 
rious classes. Second, a problem of 
competition was involved and had 
to be faced. 

During the past year, various 
segments of the casualty insurance 
business writing private passenger 
automobile liability insurance gave 
a great deal of consideration to the 
subject of classification refinement. 
A number of classification plans 
were developed, filed and approved 
for use by different companies or 
rating organizations. The very va- 
riety of such plans emphasizes the 
fact that there is no single classifi- 
cation plan for private passenger 
automobile liability insurance risks. 
A plan that may be proper and 
workable for a single company or 
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for a particular group of compa- 
nies may be largely impracticable 
and improper for other companies. 
The National Bureau was fully 
aware that simplicity in the rat- 
ing of private passenger cars was 
desirable. But it also knew some 
way had to be found in which to 
make finer distinctions than then 
existed. 

The National Bureau companies 
cannot be “selective” underwriters 
in the normal sense of that term. 
They have to serve the needs of 
their agents. Consequently they 
are asked to and do accept a far 
wider range of risks—from the best 
to the poorest—than any other seg- 
ment of the industry. Their 
strength and their position in the 
business derives from their willing- 
ness, during good times and bad, 
to offer a sound and stable market 
to the great mass of automobile in- 
sureds, 

It was therefore imperative in 
their case that the classification 
and rating of risks be such that 
they would not be penalized in 
freely writing the business their 
agents offered them. 

The seven-class plan was adopt- 
ed by the National Bureau only 
after long and comprehensive study 
and after consultation with repre- 
sentatives of producers’ organiza- 
tions. It is a sound, workable and 
desirable plan that meets the 
present-day needs of the bureau's 
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member and subscriber companies 
and their producers. It distributes 
insurance costs more equitably 
among insureds. It is easy and in- 
expensive to administer. It is based 
upon facts which can readily be 
ascertained by producers and in- 
spection companies. 

The seven-class plan has been 
developed within the general 
frame-work of the old three-class 
plan. Cars for non-business use 
and with no operators under 25 
years of age, which formerly quali- 
fied for Class 1, are now subdivided 
into three classes, 1A, 1B or IC. 
Individually-owned cars with op- 
erators under 25 years of age, 
whether for business or non-busi- 
ness use, were formerly all grouped 
in Class 2; now these are classified 
as 2A, 2B or 2C. Class C remains 
unchanged; it still includes individ- 
ually-owned cars for business with 
no operators under 25 years of age 
and also cars owned by corpora- 
tions, co-partnerships and unincor- 
porated. associations, regardless of 
age of operator. 

The refinement in classification 
of the former Class 1 and 2 risks 
has been made on the basis of the 
relative degree of hazard involved 
in automobile operation; and the 
new rates are related to the various 
recognized hazards to a greater de- 
gree than formerly. The less haz- 
ardous risks, which constitute a 
minority of insured cars, pay a 
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relatively larger share than before. 
The relationship of the various 
classes under the new plan as com- 
pared with those under the old 
plan is shown below: 
1A .60 
Class 1 .70 1B .70 
1C 85 


2A 1.10 
1.15 2B 1.25 
2C 1.50 


Take former Class 1, for in- 
stance. Study showed that the 
amount of travel in the course of 
going to or from work is important 
as a measure of hazard. This is 
particularly true in large urban 
areas where the flow of automo- 
biles in the to and from work hours 
of the day create peak periods of 
congestion with resulting increased 
accident frequency. A vehicle that 
is not customarily used in the 
course of driving to or from work 
is generally subject to less ex- 
posure than one driven under pres- 
sure of time and at the week-day 
peak of traffic in the course of 
going to or from work. According- 
ly, a non-business car, with no 
youthful operator, which is not cus- 
tomarily used in the course of go- 
ing to or from work is classified 
as Class 1A. This is the least 
hazardous classification—and_ the 
most preferred risk—and takes the 
lowest rate. 

Where non-business cars not in- 


Class 2 


THE NEW AUTO CLASSIFICATION PLAN 45 


volving youthful operators are cus- 
tomarily used in going to or from 
work, a distinction is warranted be- 
tween those driven a relatively 
short distance and those driven 
longer distances. A car that is 


driven to work’ a distance of ten 
or more road miles is subject to a 
great deal more exposure than one 


William H. Brewster 


that is driven a shorter distance. 
These longer distances frequently 
encourage greater speed in order 
to save a few minutes which could 
make the difference between get- 
ting to work on time or being Jate. 
In addition, such driving normally 
takes place along congested high- 
ways leading into business or in- 
dustrial centers. Therefore, a non- 
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business car, with no youthful oper- 
ator, which is customarily used in 
the course of going to or from 
work and travels a one-way dis- 
tance of 10 or more road miles is 
classified as 1C. Such cars com- 
prise the most hazardous subdivi- 
sion of former Class 1. 

A non-business car, with no 
youthful operator, which is used in 
the course of going to or from work 
and travels a one-way distance of 
less than 10 road miles presents a 
lies between these 

represented by 


hazard which 


two extremes 


Classes 1A and 1C. These vehicles 
are assigned to Class 1B. 

The refinement of former Class 2 
weighs the relative importance of 
the youthful operator in recognized 


risk situations. The family car 
which is driven occasionally by a 
daughter or a son under parental 
supervision, and the car owned or 
operated by a married young cou- 
ple having legal custody of one or 
more children resident in the 
household are classed as the least 
hazardous of the former Class 2 
risks. In general, the amount of 
driving by a young person using 
the family car is considerably less 
than that done by a youthful oper- 
ator who owns his own car. The 
youthful operator of the family car 
is frequently accompanied by an 
older member of the family. Thus, 
the typical family automobile with 
a youthful operator is assigned to 
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Class 2A. Of the former Class 2 
business, this is the least hazardous 
and the most preferred class. 

The most hazardous segment of 
former Class 2 is designated as 
Class 2C. It includes the cars with 
youthful unmarried owners or prin- 
cipal operators. As a class these 
youngsters typically lack parental 
supervision and the cars are fre- 
quently driven by other youths. 

The remainder of former Class 2 
is designated as Class 2B. It con- 
sists of cars owned or principally 
operated by young married couples 
without children. Obviously, these 
risks are less hazardous as a group 
than cars owned or principally 
operated by unmarried operators. 
But as a class these are more haz- 
ardous risks than cars owned or 
operated by young parents whose 
social life is more restricted because 
of their responsibility for caring for 
small children. 

The new plan, like the old plan, 
provides that private passenger 
automobiles owned by clergymen 
and farmers are considered as not 
being used for business purposes 
or in going to or from work. In 
addition, the discount applicable to 
farmers’ vehicles has been in- 
creased from 15 percent to 20 per- 
cent, rounded to the nearest dollar, 
in recognition of the favorable ex- 
perience on this segment of the 
business. This increased discount is 
justified by comparison of farmers’ 





THE NEW AUTO CLASSIFICATION PLAN 


: st Ms ws 
oe 


7 x 
ein 
" ; —— 


I 


Periods of congestion increase¢ accident frequency 


vs. non-farmers’ experience. Rates 
for farmers will be shown on the 
manual rate pages, rather than pro- 
vided by manual rule. 

The new plan possesses the dis- 
tinct advantage of having the sup- 
port of public opinion. Country- 
wide editorial comment since the 
plan was announced has been fa- 
vorable. One leading daily declared 
“the principles established seem to 
be in line with sound public pol- 


icy.” Another commented that the 
plan “may be hailed as a mark of 
progress.” It was “one of the most 
welcome announcements” to an- 
other. “The move is good.” It is a 
move “in the right direction.” It 
reflects “a realistic appraisal of 
driving habits.” It is “sound pol- 
icy.” These are typical comments 
on the plan’s reception by the na- 
tion’s press. 

Public sentiment, voiced through 
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every medium, has been demand- 
ing a refinement of classification of 
private passenger automobiles for 
rate purposes and a more equitable 
distribution of automobile liability 
insurance costs among 
You have often heard the insur- 
ance-buying public voice its senti- 
“I don’t drive my car to 


insureds. 


ments. 


work; why should I pay the same 
rate as my neighbor who drives 15 


miles into town every day?” “My 
youngster is married and has two 
children and he is regarded as a 
stable member of our community; 
why should he pay the same rate 
as that young hot-rod kid down the 
street who’s out in his car prac- 
tically every night?” The new plan 
is an answer to questions that the 
public and many insurance produc- 
ers themselves have been asking. 


The following excerpt from an article by H. T. Knudsen, 
vice president of the Aetna Casualty and Surety Com- 
pany, explains in quick and understandable detail how the 
plan operates. It is reprinted here with the permission 
of The Aetna-Izer. 
In adopting the plan, the National Bureau divided the country into two 
groups of territories as follows: 
(1) SMaLt Cities AND Rurat Terrirorigs—having no cities or towns of 
40,000 or more population. 
(2) Larce Ciry Terrirortes—having cities of more than 40,000 population. 


Larce Cities 
Percent of Approximate 
Cars to Total Rate Change 


reduction 35% 
reduction 31% no change 
increase 9% 21% increase 
reduction 9% 4% reduction 
in¢rease 3% 9% increase 
increase 3% 30% increase 
10% no change 


SMALL:CiTiEs AND RURAL 
Percent of A pproximate 
Cars to Total Rate Change 


1A 26% 14% 
43% 6% 

6% 21% 

9% 4% 

3% 9c c 

3% 30% 

10% no change 


Class 


14% reduction 


This means that in Small Cities and Rural Territories: 
) 78% of the risks will receive rate reductions (Class 1A—14%; Class 
1B—6% ; Class 2A—4%). 
(2) 10% of the risks will take no rate change (Class 3). 
(3) 12% of the risks will be subject to rate increases (Class 1C—21%; 
Class 2B—9%; Class 2C—30%). 
It also means that in Large City Territories: 
(1) 44% of the risks will benefit by rate reductions (Class 1A—14%; 
Class 2A—4%). 
(2) 41% of the risks will take no rate changes (Class 1B and Class 3). 
(3) 15% of the risks will be subject to rate increases (Class 1C—21%; 
Class 2B—9%; Class 2C—30%). 





Competition today demands 
the ultimate use of manpower 
potential and the author here 
is concerned with the team- 
work of local agent and com- 
pany field man—to the benefit 
of both 


The Agent and His Field Men 


AC SEGMENTS IN our business 
need to work together con- 
stantly to establish and maintain it 
as a profession in the eyes of the 
public. The agent, in direct, daily 
contact with his assureds, is in the 
most strategic position in this cru- 
cial public relations effort. Entirely 
aside from the over-all aspect, the 
individual agent, faced with today’s 
complexities and competition, finds 
it increasingly advantageous to him- 
self and to his customers to make 
greater use of his well informed 
company field men. 

The purpose of this article is to 
attempt to set forth some of the 
means by which agents can make 
the best use of the services their 
field men offer. 


The author—Mr. Gibson is state agent for 
the London & Lancashire group of Kentucky. 
Recipient of C.P.C.U. designation in 1948, 
he lectured at first C.P.C.U. Institute at 
University of Connecticut in 1951. He is a 
director of the Society of Chartered Property 
and Casualty Underwriters and resides in 
Louisville. Graduated from Yale in 1925. 
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By GEORGE 6G. 





Fundamentally, while the agent 
has a full obligation to keep himself 
well informed on the basic purposes 
of all coverages, he will find that 
proper attention io this obligation 
will preclude his keeping completely 
advised on all detailed changes in 
his territory. For the latter he will 
do well to look to his better in- 
formed field men as specialists on 
the latest developments in rating, 
underwriting, selling, forms, etc. 
The comparison of the agent with 
the general practitioner in medi- 
cine seems to become constantly 
more valid. Similarly valid is the 
comparison of the company man 
with the specializing physician. 

There appears to be a progres- 
sive tendency away from the spe- 
cialized agent or agency, writing 
principally fire or casualty or acci- 
dent insurance and avoiding suc- 
cessfully, involvement in across-the- 
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board service to his clients. The 
process of selection is against this 
type agent and in favor of the agent 
who solicits and writes all lines, 
looking to his company men for 
technical assistance when needed 
in competition with his specializing 
competitor. 

The agent must, of course, have 
a clear understanding of the serv- 
ices which his company field men 
have available. He should know at 
all times which field men are likely 
to be most helpful on various types 
of underwriting, rating, servicing, 
selling, etc. In some important cases 
he will wish to have several sources 
of advice and assistance on each of 
various problems and he will be 
well advised, in such instances, to 
be quite frank with his company 
men and either discuss the prob- 
lem with them in a round table dis- 
cussion, or tell each man frankly 
that he is discussing the problem 
with several others and give each 
the benefit of the collective opinions 
obtained. 

The agent will be well advised 
to appreciate the limitations of all 
such types of service. He should 
appreciate that rates quoted in ad- 
vance must frequently be subject to 
checking and publication by rating 
bureaus or other higher authorities, 
that estimates of insurable values 
are not detailed appraisals, etc. 
Where necessary he should take the 
responsibility of explaining these 
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limitations to his assureds and 
prospects. 

Just as the busy, progressive 
agent will wish to conserve his own 
time, the company field man will 
similarly appreciate the coopera- 
tion of the agent in advising in 
advance, where possible, when 
assistance is needed and the nature 
of it. It is often possible for the 
agent to conserve both his own and 
the company man’s time by obtain- 
ing Letters of Authority, basic 
underwriting information and per- 
mission to inspect, well in advance. 

The occasions seem to be in- 
creasingly frequent where it is 
advantageous for the company field 
men to participate in the actual 
selling of the coverages to the 
assured. On such occasions it is 
helpful if the agent will tell the 
assured briefly the qualifications of 
the field man in making the intro- 
duction; in doing so it is always 
well for the agent to avoid over- 
selling the field man’s ability and 
to allow the latter to sell himself 





I believe if we all would decide 
this year to give a half dollar more 
work for the dollar we receive we 
would all come out pretty near get- 
ting back the half a dollar we are 
losing because our dollars are only 
worth half as much. 

—Sherman Adams 





1954 


to the assureds in the course of the 
interviews. 

In all such cooperative selling 
the agent has the distinct obligation 
to assume full responsibility in con- 
nection with the sale. He should 
enter fully into the discussion of 
the coverages, understand the ex- 
clusions and limitations of the con- 
tracts as well as their coverages 
and satisfy himself that the assured 
has an adequate understanding also. 
On occasion, in connection with 
highly important assureds, the agent 
may find it advantageous to make 
an appointment and introduce to 
the assured the several company 
men he is associating with himself 
in conducting a survey and prepar- 
ing to service an account. The mere 
physical display of the manpower 
to be employed on the assured’s 
behalf will frequently make a de- 
cidedly favorable impression. 

Entirely apart from their techni- 
cal assistance, field men can fre- 
quently bring into play reasoning 
which they can present more favor- 
ably to the prospect than the agent. 
Very few assureds have a proper 
appreciation of the place of the 
local agent in the structure of our 
business. Especially in instances 
where the agent is, or may be, in 
competition with a direct writer or 
a cut-rate company, the field men 
can frequently be more effective 
than the agent, due to his position, 
in explaining to the prospect the 
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benefit of dealing with an inde- 
pendent, well-informed local agent, 
in contrast to buying his insurance 
direct. It needs hardly be said that 
the better qualified the agent is in 
such instances, the more effective 
the presentation will be and the 
more readily appreciated by the 
client. 











George G. Gibson, Jr. 


After coverage has been fully 
presented to an assured and he is 
considering it, a field man can fre- 
quently drive home as a closing con- 
sideration, the fact that, if the cov- 
erage is ordered, his company with 
its knowledge of the risk involved 
and with its assets at stake, will not 
wish to assume more than a portion 
of the liability or, if writing it all, 
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will reinsure a large portion of it: 
he can say, 


“Mr. Prospect, my salary, along 
with the other expenses of my 
company, come from the premiums 
on policies which our agents write. 
We are in business, in other words, 
to accept premiums and try to 
make our expenses and a _ profit 
from them. Our company has about 
a __ in assets to guar- 
antee the payment of losses under 
policies such as the one you are 
considering. The experience of our 
company in the business should 
give it a good basis of judgment as 
to the chance of loss under such 
policies. 

“However, if you order this in- 
surance, Mr. __._______ (the 
agent) is instructed to place only 
_ in our company. 


Even with our assets, we do not 


feel we can afford to carry more 
than that part of the risk. 

“It is well worth reminding you 
that if you do not purchase this 
insurance, you are assuming the 
entire liability yourself. The un- 
derwriters of my company, who are 
professional judges of risks, will 
not permit us to carry all your risk. 
Under these circumstances, do you 
not feel the premium involved is 
low, compared to the risk which 
you can transfer from yourself to 
the insurance companies?” 


Frequently tie field man can 
point out other “facts of life” to a 
prospect without the feeling of re- 
straint the agent may have for 
various reasons. To an employed 
manager or president he can say 
“Your stockholders will seldom, if 
ever, complain of a legitimate busi- 
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ness expenditure such as the pre- 
mium for the coverage but you may 
be sure they will be highly critical 
should you sustain a sizable unin- 
sured loss which which could have 
been assumed by our company at 
this time.” 

Entirely aside from the selling 
and servicing of insurance contracts, 
agents can also benefit greatly from 
the assistance of their field men in 
other ways. A great deal of advice 
has been offered agents in recent 
years by home offices, convention 
speakers and others in connection 
with their office systems. Many 
agents can still profit greatly by 
discussing their procedures with 
some of their field men who have 
taken an interest in informing them- 
selves fully on the various systems 
in use, the comparative advantages 
and disadvantages of them and the 
experience of other agencies. The 
field man is frequently able to be 
of more assistance than the experts 
who devote full time to such mat- 
ters, by working closely with the 
agent over the period of planning 
for an agency change, making the 
change and readjusting the office 
force to it. 

The agent can also assist the field 
man to give the former the best 
possible service by assisting him in 
every way in the underwriting of the 
business for the benefit of the com- 
pany. The general obligation in this 
regard is well stated in the code of 
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A progressive tendency .. . 


ethics of the National Association 
of Insurance Agents which one of 
their officers has recently and elo- 
quently expounded. In detail, the 
agent will do well to tell his com- 
pany man everything pertinent re- 
garding the business at hand, in- 
cluding the form which is being 
considered, the total amount or 
limit which is at risk and how much 
is to be placed, the particular detri- 


agent who solicits and writes all lines 


mental features, if any, which should 
be considered and whether the busi- 
ness is brokered or direct. The field 
man or the company will probably 
require this and possibly other in- 
formation eventually and it is far 
better to establish the facts to the 
best of everyone’s ability at the 
inception. 

It will be helpful if the agent, in 
placing the more hazardous lines, 
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will keep certain fundamental facts 
regarding reinsurance in mind. No 
company field man is justified in 
excusing a poor gross loss ratio in 
his territory on the basis that he 
had advised the company to re- 
insure the lines which produced 
the large losses. Some other part of 
the company’s business had to be 
used to offset the heavy losses given 
the reinsurers. The field man and 
his home office underwriters have 
the same obligation toward their 
reinsurers that the agent has te- 
ward the company and it is a breach 
of faith on their part to load up 
either treaty or facultative reinsur- 
ers of the company on risks which 
they themselves retain only a minor 
portion and which are unquestion- 
ably substandard. 

The wisest agents realize , that 
they can collectively do much to 
raise the level of service in the busi- 
ness by assisting their more able 
field men to make additional agency 
connections. Just as the best adver- 
tisement that the agent can have is 
a recommendation from an assured 
to a prospect, just so the best entree 
for a field man to a prospective 
agent is the recommendation of a 


present agent who has actually used 
the field man’s services. Except in 
rare instances the argument is no 
longer valid that the agent can suc- 
cessfully attempt to advance his 
own status by witholding the best 
service from his possible competi- 
tors. All good agents realize that 
they constantly profit by the con- 
structive sales work of the other 
well informed agents and that our 
business as a whole can improve 
and expand its position in the pub- 
lic mind only by all segments giving 
the best possible service. 
Naturally, by recognizing and 
assisting in every way possible the 
field men who are well grounded 
the agent encourages the compa- 
nies as a whole to supply this type 
of assistance. 
Individually 


collectively, 
though we still have far to go on 
many fronts, we have gone forward 
in establishing our business on a 
professional level, with the help of 


and 


the many educational facilities 
which are more and more available. 
It is hoped that the suggestions 
above may be of value in the im- 
portant area of agent-field man 
relations. 


Let the people know the truth and the coun- 


try is safe. 


—Abraham Lincoln 





An authority in the accident 
and health insurance field sur- 
veys the rapid developmeni 
of ‘mass’ selling of group, 
blanket and franchise insur- 
ance coverages 


Mass Selling of A & H Insurance 


N OUTSTANDING TREND of recent 
A years has been the rapid de- 
velopment of “mass-selling” meth- 
ods in the accident and health 
field. These developments fall into 
three general categories: 

. Group insurance. 
Blanket insurance. 
Franchise or “wholesale” in- 
surance. 
A. Group INSURANCE 

Group insurance provides a floor 
of insurance protection upon which 
the individual may build a more 
adequate program of insurance 
through the use of individual in- 
surance. In this type of insurance 
the employer pays a part or all of 
the cost of the insurance. The types 
and size of the group which may 
be thus insured are defined by law 
The author—Mr. Follmann is general man- 
ager of the Bureau of Personal Accident 
and Health Underwriters. A graduate of the 
Wharton School of Finance and Commerce, 
University of Pennsylvania, he was for sev- 
eral years a policy analyst with the Penn- 


sylvania Insurance Dept. before being ap- 
pointed to his present position. 
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in most of the states. Generally 
these groups are: 
1. Employees of a common em- 
ployer 
Associations of employees of 
common or affiliate employ- 
ers. 
Employees of governmental 
corporations, units, agencies, 
or departments thereof. 
4. Members of a labor union. 
Aside from these statutory defi- 
nitions, such groups for sound in- 
surance reasons, must exist for 
purposes other than that of ob- 
taining insurance, must cover all 
or substantially all eligible persons, 
must be covered for amounts which 
preclude individual selection, must 
be written at reasonable costs in 
order to guarantee a high degree 
of participation, and must be so 
constituted that the administrative 
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details can be economically admin- 
istered. 

Twenty years ago group acci- 
dent and health insurance was in 
its infancy. Written almost entire- 
ly on employer-employee group it 
was designed to protect the wage- 
earner against loss of income. re- 
sulting from non-occupational ac- 
cidents and sickness. Today it has 
grown some 1800 
largely to the fact that in the in- 
terim its concept has been broad- 
ened so as to provide insurance 
resulting from 


percent due 


against 
hospital, surgical, and other medi- 


expenses 


cal care. 

Another recent and prominent 
factor in the development of group 
insurance has been the inclusion 
of group insurance within the 
scope of 
agreements between labor unions 
and employers. At least 30 per- 
cent of the labor contracts in force 
in 1949 were known to make pro- 
vision for such insurance. Unques- 


collective bargaining 


tionably this is a conservative 
figure and unquestionably the 
trend in this direction will continue 
to accelerate in the foreseeable fu- 
ture. 

There are other factors, too, 
which are contributing to this de- 
velopment. Among the more prom- 
inent are: 

1. The broadening of the laws de- 
fining group insurance in several of 


January 





Nearly three out of every five people in 
the entire population of the United States 
are now protected through some volun- 
tary program against the costs of hospital 
care, in the event of accident or illness. 
The total number having this protection 
exceeded 91 millon at the end of 1952, 
an increase of more than 54% million, or 
7 percent during the year . . . 38 million 
people had some voluntary protection 
against loss of income due to disability— 
HEALTH INSURANCE COUNCIL’s (1953) 
Survey of Accident and Health Coverage 
in the United States. 





the states so that more varied types 
of groups might be written on this 
basis. Most prominent is the exten- 
sion of the law permitting the writ- 
ing of so-called “trusteed” groups. 
This makes it possible to insure 
persons who are employed in small 
numbers in various places of em- 
ployment but where all constitute 
a single industry. In such cases it 
had been often impossible, because 
of the small numbers in any one 
place of employment, to write cov- 
erage on a group basis. Today that 
is now possible so long as a central 
agency can be found to act as 
“trustee” for the group. This “trus- 
tee” might be a trade association 
representing the various employers 
in that industry or it might be the 
labor union representing the em- 
ployees in that industry. It is at 
once apparent that this presents the 
possibility of still further develop- 
ment in the field of group insurance. 


2. A similar broadening of the laws 
to permit the writing of smaller 
sized groups has also aided this 
development. Originally, following 
the pattern of group life insurance, 
some of the early laws limited the 
writing of group accident and 
health insurance to groups of 50 
or more employees. This was rap- 
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idly decreased to 25 however. More 
recently there has been a tendency 
to reduce this further to groups of 
10 or even 5 employees. Obviously 
this make possible the writing of 
more employed persons on a group 
basis, particularly when it is con- 
sidered that on the basis of current 
figures more than 8,000,000 persons 
in the United States are employed 
by firms having less than 20 em- 
ployees. 


8. A further development in the 
group insurance field has been 
brought about by the enactment in 
four states of Statutory Disability 
Benefit Laws. These laws, in es- 
sence, provide for compulsory tem- 
porary non-occupational disability 
benefits. The first to be enacted was 
in Rhode Island in 1942. This law 
provided for a monopolistic state 
fund and hence cannot properly be 
considered directly in any consid- 
eration of private insurance trends. 
In 1946 California enacted a some- 
what similar law but provided that 
the coverage might be written by 
insurance companies. In 1948 New 
Jersey and in 1949 New York en- 
acted what are essentially similar 
laws to that in California. There 
are, of course, marked differences 
in each of these laws but those 
differences are not germane to this 
discussion. The enactment of these 
laws in California, New Jersey, and 
New York presented a challenge to 
the insurance companies, a chal- 
lenge which has been met. No dis- 
cussion of recent trends in group 
insurance could be complete with- 
out mention of this development. 


4. Improved techniques and experi- 
ments have played a role, also, in 
this development of group insur- 
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ance. Some companies today are 
making provision for conversion 
from the group coverage to indi- 
vidual coverage to fill the gap when 
the insured person leaves the in- 
sured group. Perfection of this 
would serve to enhance the value 
of group insurance. Several com- 
panies are presently experimenting 
in writing major (or catastrophe) 
medical expense coverage designed 
to cover not the more usual forms 
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of medical costs, which the insured 
might be in a position to pay him- 
self or for which he might be in- 
sured under another plan, but to 
protect against the larger, less usual 
medical costs which present a seri- 
ous financial problem to most per- 
sons. It is too early, yet, to deter- 
mine the outcome of this experi- 
ment. One company is presently 
experimenting in writing all persons 
in an entire community. There are 
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also some early thoughts being ex- 

pressed with respect to providing 

insurance through medical clinics. 

This is not by any means the limit 

to the experiment going on in the 

group insurance field. The exam- 

ples given, however, serve to illus- 

trate the fact that there are unex- 

plored areas, the successful explora- 

tion of which will bring about 

further development in this field. 
B. BLANKET INSURANCE 

Blanket insurance is written to- 
day exclusively by casualty insur- 
ance companies since it appears to 
lend itself more readily to the type 
of operations and agency force 
commonly used by casualty compa- 
nies. 

Provision is made for the writing 
of blanket insurance in the laws 
of the majority of the states. As 
the name implies, it is generally 
conceived of as a “blanket” of in- 
surance over an identifiable group 
of persons. It differs from group 
insurance in the main in that the 
specific persons covered are not 
identified since they are subject to 
constant change. The usual type of 
statute defining this form of cov- 
erage lists the following categories 
of persons: 

1. All passengers of a common 

carrier. 

2. Employees of a common em- 
ployer for exceptional haz- 
ards incident to employment. 
Students of an institution of 


learning. 
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4. Members of a volunteer fire, 
police, or first aid depart- 
ment. 

Any association of persons 
having common interest. 

6. Members of an athletic team. 
7. Campers at a camp. 
While blanket insurance has 
been written for many years to 
cover school students, campers, 
members of athletic teams, volun- 
teer firemen and policemen, civil- 
ian defense workers, and emer- 
gency aid corps, its more recent 
expansion has been in the areas 
of aviation travel and peculiar or 
unusual hazards resulting from 
employment. 

Such policies may be issued to 
cover selected personnel of a cor- 
poration or the entire personnel 
with the premium base so con- 
structed as to reflect the flying ex- 
posure. General travel insurance 
including aviation is being widely 
sold in connection with cruises or 
conventions or special trips. Em- 
ployers will buy blanket insurance 
for the purpose of covering their 
employees when they are exposed 
to hazards of such a nature as to 
persuade the employer of his moral 
obligation to provide such insur- 
ance. For example, corporations 
provide accident insurance for re- 
search chemists; an instrument 
manufacturer insures its employees 
while acting as observers in sub- 
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. within the scope of collective bargaining agreements 


marine trips. Newspapers and mag- 
azines insure their war correspond- 
ents and photographers; a ship 
construction company insures em- 
ployees concerned with the trial 
run of new ships. An engineering 
company buys coverage on its em- 
ployees doing exploratory work in 
Europe or Africa. 

Corporations are interested in 


with special events where the pub- 
lic is involved. Thus, newspapers, 
buy accident insurance covering 
the participants in a soap box 
derby or women attending a cook- 
ing school. 

Examples such as these could be 
multiplied many times over. It can 
be said that there is sufficiently 
broad <zpplication of accident and 


buying protection in connection sickness insurance to special situa- 
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tions as to present the possibility 
of seemingly unlimited potentiali- 
ties in this area. 

C, FRANCHISE INSURANCE. 

The third form of “mass-selling” 
method which has developed in the 
accident and health field in recent 
years is the franchise or wholesale 
method. It is unfortunate that 
while this method is now common- 
ly known as franchise insurance, 
the name itself is hardly either de- 
scriptive or indicative. 

In 1946 the National Association 
of Insurance Commissioners recom- 
mended a definition of franchise 
insurance which provides that such 
insurance may be issued to five or 
more employees of a common em- 
ployer or ten or more members of 
a trade, labor, or professional as- 
sociation where such persons are 
issued the same form of individual 
policy, varying only as to amounts 
and kind of coverage, and where 
the premiums are paid to the com- 
pany by the employer or associa- 
tion or some other designated per- 
son. 

It is apparent that this parallels 
and is similar to group insurance. 
This parallel only occurs, however, 
in those instances where the group 
is one which could be covered by 
group insurance. There are many 
other cases, however, due to the 
small size or composition of the 
group, where the group could not 
obtain group insurance. Further- 
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more until recently group insur- 
ance could not be written on as- 
sociations of persons not commonly 
employed. Such associations in- 
clude in the main associations of 
persons engaged in professional 
pursuits such as doctors, dentists, 
lawyers, accountants and teachers. 

While not too many companies 
write franchise insurance, and 
those who do generally are casualty 
companies, yet there is an appreci- 
able and increasing amount of this 
type of insurance in force in re- 
cent years. 

Essentially franchise insurance is 
the sale of individual policies on a 
mass-selling basis. There is no mas- 
ter or over-all contract as there is 
in group and blanket 
Instead the contract is made be- 
tween the insurance company and 
the individual insured. The differ- 
ence between this and an ordinary 
individual contract, other things 
being equal, is that in the case of 
franchise insurance the insured 
person is a member of a group 
which exists for purposes other 
than that of obtaining insurance 
and which can constitute a central 
agency which can supply the means 
by which the administrative costs 
of the insurance can be reduced. 
This saving is accountable for the 
reduced cost of this form of in- 
surance to the policyholder. In 
some instances the individual 
policy cannot be cancelled by the 


insurance. 
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insurance company: the entire 
group can be cancelled, however. 

The development of franchise 
insurance, being principally in the 
last ten years, furnished a means 
of mass selling for those groups of 
persons which in many instances 
are not eligible by law for group 
or blanket insurance. This develop- 
ment has been rapid, particularly 
among small groups and _ profes- 
sional associations. Whether its 
growth will continue as an identity 
of its own remains to be seen. As 
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the minimum number of persons 
eligible for group insurance is re- 
duced and the types of groups 
eligible for group insurance ex- 
panded by changes in state laws, 
and as companies see fit to take 
advantage of these laws, it would 
not seem probable that the growth 
of franchise insurance would be 
tempered. This would not mean, 
of course, a reduction in the “mass- 
selling” approach but simply a 
shift from one method to another. 


Speakers have been showering us with pearls 


for centuries, and if all their valuable advice 


were laid end to end, it would still be just as 


good as new. Very little of it has ever been used. 


—Benjamin F. Fairless 





... AUTOMOBILE 


Speeding Conscience. Three years after 
issuing a speeding summons, New 
Jersey state police received a $15 check 
and note from an Arkansas resident, 


“I can’t stand it any longer. . . . The 
highway patrolman who arrested me 
was a damn good Yankee.” ... Economy 
Drive. Fined $15 for driving without 
a steering wheel, an Oakland, Cal., 
motorist testified he used a wrench to 
turn steering mechanism, adding, “I 
was very careful.”...Ear-tickler. A jury 
acquitted a Long Beach, Cal., driver 
of drunken driving charges when he 
explained he had been unable to drive 
in a straight line because his small 
son, riding in the back seat, tickled 
him with his toes. 


... BURGLARY AND THEFT 


Missing Wanderer. An eight-year-old 
boy from Portland, Ore., missing from 


home several days turned up miles 
away in a motel where he had pedaled 
on a pilfered tricycle and asked for a 
room for the night after flashing a $26 
roll, . . . On Account. Pleading guilty 
to a $353 bank holdup, a Madison, 
Wis., youth told the court he needed 
the money to convince his probation 
officer he was earning a living.... 
Theater Thrill. A Dallas theater man- 
ager joined a policeman friend to 
speed to the scene of a disturbance 
and returned to find armed men had 
held up his cashier, escaping with 
$300. 


. Fire 


Unused Policy. The Martinsville, Ind., 
city council turned down insurance for 
its new $14,000 fire truck because it 
would always have “right of way”... 
then the fire truck hit the town’s only 
police car and was wrecked. .. . Truth 
Test. After a fire-prevention show at 
an elementary school, Cushing, Okla., 
firemen answered an alarm and found 
a seven-year-old boy who had set his 
home on fire to find out “if firemen 
were telling the truth.” 


. .. UNCLASSIFIED 


Father Knows. To cover property dam- 
age his sons, 3 and 6, might do before 
they reached 18, a father in Hunstan- 
ton took out an insurance policy. .. . 
Hand-icapped. The city council of 
Blackpool, England, took out hand- 
shake insurance for its Mayor and 
Mayoress. . . . Circulation Insurance. 
The Pageland, S. C., Journal urged its 
readers to drive carefully. “Subscrib- 
ers are getting harder and harder to 
find. Please don’t go get yourself an 
eternal address—we can’t send your 
paper there.” 
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